








Too Much Specialization 


E are living in an age of special- 
ization. It is apparent in medi- 
cine, in science, in law and in 

many phases of business and commerce. 
Perhaps it results from the increasing 
complexity of modern life and the ris- 
ing store of general knowledge in every 
field, which appears to defy retention 
by a single mind. At any rate, we find 
in every branch of human activity a 
type of individual who has concen- 
trated his learning and skill in a par- 
ticular division or sub-division of his 
profession. P 

In some fields of endeavor such a prin- 
ciple has much to commend it, but this 
is not universally the case. For ex- 
ample, the application of specialized 
thought to the science of investment 
or to the study of the market has not 
been an unmixed blessing. It is true 
that conditions during the major part 
of the past year easily lent themselves 
to the evolution and successful appli- 
cation of all sorts of theories as to why 
rising markets should go higher. When 


the price trend abandoned the course 
of money, business, earnings, yields and 
everything else except popular psychol- 
ogy, every school of specialized thought 
was able to apply its pet theory and 
have it work. 

But that time has gone and the “gold 
economist” who bases his prognostica- 
tions solely on the supply of the pree- 
ious metal and the credit which it will 
support does not find it so easy nor so 
accurate to explain present and future 
actions of the security market. Par- 
ticularly is this true if he loses sight of 
the fact that the speed of present day 
transportation and communication ma- 
terially enhances the utility and scope 
of gold and credit. Similarly the “com- 
modity economist” whose creed is large- 
ly price indexes of certain selected or 
arbitrarily chosen articles and raw ma- 
terials is in difficulty when he attempts 
to forecast the price trend of stocks on 
the basis of his special panacea. More- 
over, his conclusion will, ten to one, 
differ sharply, not only with those of 


the “gold economist” but with the find- 
ings of the market forecaster who bases 
everything on crops and argicultural 
economics. While the “industrial econ- 
omist” who studies only business pro- 
duction statistics, corporate earnings 
and profit trends will achieve still an- 
other result. 

Of course, the truth of the matter is 
that successful security forecasting— 
that precise reasoning which envisages 
the major swings.of prices—recognizes 
all of the important fields of economics. 
Each must be accorded proper weight 
in its proper place. The successful stu- 
dent of the market or of investment, 
must give consideration to the position 
and outlook for money and credit, 
crops, industrial conditions, employ- 
ment, foreign trade and many other 
influences. 

No one factor controls the course of 
security prices any more than anly sin- 
gle influence guides the course of busi- 
ness. The broadest background brings 
the greatest success. 


In the Next Issuc 


The True Position of Commodities 


What is the outlook for the great staples? This penetrating study of the 
position and price outlook for the raw materials of industry will prove of 
value to every business man. With the price of commodities exercising 
tremendous influence on purchasing power and indirectly on the trend of 
security prices, this discussion is of moment to all investors. 


Coming 
Features 


of 


Im portance 


Other Articles in This Series on Great Economic 
Questions Include: __ 
The Possibilities of a Real Estate Deflation 
Over-Mechanization in Industry 


The Real Assets Underlying Our Credit Structure 
The Changed Status of the Commercial Bank 


Investment Opportunities in Low-Priced Utilities 


A group of low priced utilities, all dividend payers, with well-defined long 
range prospects for price appreciation. 
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. SUN LIFE ASSURANCE COMPANY OF CANADA 
1929 
New Assurances Paid for - -- - - - $654,451,000 
An Increase of $213,207,000 
Assurances in force (met) - - - - -  2,401,237,000 
An Increase of $504,322,000 
Total Income (net) - - - - - - - 172,857,000 
An Increase of $28,110,000 2 
Surplus earned during the Year - - - - 42,863,000 
Payments to Policyholders and Beneficiaries - 69,174,000 
Surplus and Contingency Reserve - - - 72,807,000 
An Increase of $5,869,000 . 
Total Liabilities - - - - - - - - 495,390,000 
(Including Paid up Capital) 
Assets, at December 31st, 1929 - - - - 568,197,000 
An Increase of $79,239,000 
New Heap Orritce BurItpinc 
Rate of Interest earned on mean invested assets 7.02% 
The high rate of dividends allotted to participating policyholders is continued and the special dividend on maturing 
policies extended and increased. 
EXTRACTS FROM DIRECTORS’ REPORT 

New policies paid for numbered 161,391 for a net amount unforeseen contingencies has been maintained at $12,500,- 
of $654,451,143.27, an advance of $213,206,752.36, or more 000.00. 
than forty-eight per cent. over the previous year. This After making all these deductions and allocations, $5,- 
marked increase and the fact that the average policy, for 868,899.96 has nm added to the undivided surplus, bringing 
the first time, exceeded $4,000, afford impressive evidence the total over liabilities, contingency accounts and capital 
of the evergrowing popularity of the Company. stock, to $60,307,762.44. 

After deducting amounts reassured, the total assurances in In accordance with our usual conservative ctice the 
force amount to $2,401,237,036.94, an increase of $504,- securities owned by the Company have ‘again been valued 
321,102.37. is advance is notable not merely for its at figures much below the market (quotations current at the 
magnitude, but because when allowance is made for termina- close of the year. is underv ion repr ts an im- 
tions by death and maturity, it represents a remarkably hi portant element of strength to the Company additional to the 
rate of continuance, and evidences great satisfaction on specific provisions in the statements. 
part of our policyholders. Your Directors are p to that the high 

The amount paid to policyholders since organization, to- scale of profits at present allotted to participating policy- 
gether with the amount at present held for their security holders will be continued during the ensuing year, while 
or benefit, exceeds the total amount received from them in the Special Dividend on maturing policies, introduced last 
premiums by $139,290,474.03. ee has been extended to include policies maturing after 

The rate of interest earned on the mean invested assets ving been in force five years or longer and the scale of 
has risen to 7.02 per cent. This figure includes a certain benefit has been increased. 
amount from bonuses and stock privileges accruing on 
many of the Company’s holdings: but if these were entirely 
on meee, ee oh Ag per cent. 

— ye « 077,284.62 was realized from the ' The business of the Company has always been con- 
Bg yet poonlle Sng year, based on the values ducted under the exacting provisions of the sg — 
entered in the accounts, amounted to $42,8663,578.59, but pnt ca ed Rene — ~§ Canada. 
from this sum substantial appropriations have as usual Eve wed iy ot wapeees ed th U Set Seaton Sen 1895 the 
been made to further strengthen the position of the Company. toad pags boi ‘Sate det ‘mil rvision there 

An additional $10,000,000.00 has been deducted from the nd yey d aad 4 an he ms se Bag whist: -eight 
market values of our securities as a provision against pos- eel : 7 a U ws chich ro dr sriodieal pt Ai 
sible market fluctuations, raising the amount thus set aside ti wet th i Geire. 4 ll ne mine licensed in their 
for this purpose in the accounts to $30,000,000.00. corsibuns. fe the disthaags of tate mauler delles: a 
saa Rg one has been written off the Com- committee wf twenty ‘two examiners, representing 

$931,000.00 has been appropriated to raise th it rams pAtiee. Bnmacbecctte, Mimacssts, Sh 
reserves to the Rutherford table of wiieatiien, with pevaan Pages 8 Sy roe le eee Flor- 
at 3% per cent. This exacting standard requires reserves an eokeuumiien proeronan De hme into every Gepataeat of 
pena excess of those of Dominion Govern- ay's affairs. The report of this committees 

$1,200,000.00 has been set aside as additional provisio: makes Snyme seemnmee So the Sue See 
for claims arising from total disability, death claims as out eo zoom Fe ag 2 en eon 
un: rted, and possible claims under cancelled licies on adopting the tng voladtiuas plsaed a es én our 
— a surrender value or reinstatement might applied securities, the communities still, reported - curplus at 

. ie close of last year $ : ° im excess oO 
year to poluapholiore. paid or allotted as profits for the figure claimed by the Company. 

The speci t d as a liability to provide for 
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Investment and Business I'rend 


Healing Pains of Better Business—Too Much 
Appropriation—Status of the Rails—Distribut- 
- ing Corporate Surpluses?—The Market Prospect 


HEALING PAINS T was a subject of com- 
OF BUSINESS forting congratulation 
when the stock market 


boom collapsed that there had been no speculation in 
commodities. That was true, and there was little ex- 
pectation, therefore, that a recession in stocks would 
be followed by a commodity plunge downward. But 
now we are faced by drastic commodity slumps, par- 
ticularly in agricultural products and raw materiais. 
To the melancholy of speculative losses, decline of 
business activity and a large degree of unemployment 
and reduced payrolls, has been added the sobering fac- 
tor of falling commodity prices. : 

It was generally foreseen that the first quarter of 
the year would be bad. Now that we are in the midst 
of it, the badness is more oppressive in the reality than 
it was in imagination. Foresight has proved no anes- 
thetic for the pinch of actualities. We were too much 
cheered up by the valiant efforts to keep bad from 
being worse, and now too depreciative of their effects. 

The latest figures indicate that the reported gains of 
employment in January, as compared with the end of 
December, still leave the numbers of the unemployed 
and the earnings of the employed below those of De- 
cember and, as a whole, much lower than they were a 
year ago. But an employment index of 90.2, based 
on 1926 figures, is not dismaying when chronic tech- 


nological unemployment is taken into consideration. 
The construction industry is not reviving as promptly 
as expected, the upswing in the steel industry in Jan- 
uary and the first part of February has been checked, 
and it is apparent that the smart seasonal revival in the 
automobile industry has no promise of a normal year 
for it. Bank checking debits continue to lag. Car- 
loadings show a slight upturn as this is written—-but 
the total is far below the corresponding week of 1929 
though better than in 1928. 

Altogether, it is apparent that the country is in a 
situation of business lassitude that will take more time 





to dissipate than was optimistically supposed when it- 


firmly resolved not to be much hurt by stock market 
convulsions. Undue pessimism has ousted too much 
“right psychology.” 

It is now perceived that while the stock market 
crash, standing by itself, need not have profoundly 
unsettled business, the building up of the dizzy climax 
that compelled the descent had already worked in wide 
circles throughout the world the mischief from which 
we are now suffering. The speculative market absorbed 
and diverted capital from other countries that was 
sorely needed there and inhibited the flow of capital 
from America to treme te Senge wes growth, 
preciating commodities and ing buying capacity. 
The stock market collapse was the’ beginnin 


- 


ing of the 
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end of this maladjustment but readjustment will take 
time, and the chances are that the export trade must 
be worse before it can be better even though the cure 
is progressing. Added to the direct and sympathetic 
influence of falling commodity prices abroad on do- 
mestic prices is the contraction of business at home and 
the presence of surpluses in some lines. The decline 
of the prices of domestic agricultural products does not 
much affect present purchasing power, as they had 
been previously liquidated in the main, but it thickens 
the pessimistic urge. 

Falling prices and thin profits are rarely considered 
occasions of rejoicing but, after all, they go well with 
curtailed income and are the one sure means of reviv- 
ing vigorous buying and absorbing overproduction. 

The healing wound hurts more than the stab. The 
tissues of new prosperity are forming, and we experi- 
ence pain; but the injury was done and fatal conse- 
quences escaped long ago. Actually, this is the mo- 
ment of opportunity and the birth of new prosperity. 
It is useless to shut our eyes to the facts of commercial 
contraction but folly to ignore the approach of the 
inevitable expansion despite our inability to foretell 
the day and hour of its arrival. 


ean, 
TOO MUCH OTHING is more conta- 
APPROPRIATION gious than spending other 


people’s money — espe- 
cially with a laudable intent. There has been a dearth of 
free spending by Congress since the federal budget sys- 
tem was inaugurated. In fact, Congress, in order to 
exercise its authority and demonstrate that it still has 
something to do with the national purse, has been prone 
to pare further budget items already pared to trans- 
parency. When the President proposed liberal spend- 
ing on necessary public works as a remedy for business 
depression he unwittingly opened the head of the pork 
barrel. If a little spending would be good, more would 
be better, divers and sundry congressmen argued, and 
there was a rush to buy prosperity with a liberal hand. 
Besides, when the appropriation tide is running high is 
the right time to get yours. So, now, the President 
is horrified by a super-budget stimulant to coy pros- 
perity to the amount of $1,735,000,000. Spending out 
of current revenue is radically different from spending 
out of new taxation. Spending that fabulous sum 
might excite business to rush to the trough but its legs 
would be paralyzed by the resultant 40 per cent in- 
crease in federal taxation. Governmental expenditures 
are largely unproductive and wasteful. Business strug- 
gling back to normalcy must cut out all useless expense. 
Such, from a purely economic point of view, is most 
public spending. What the government collects busi- 
ness loses. Business and private income need every 
cent of the $160,000,000 cut in taxes already voted, 
much less can it endure appropriations that mean new 
taxes to many times that amount. Of course, there 
never was a chance that any large portion of the pile 
of non-budgetary appropriations bills would ever get to 
first base, but the time to put up the stop signal is be- 
fore the danger point is reached. By way of contrast, 
this curious Congress has failed to pass any of the 
regular supply bills, with the possible result that while 
dreaming of a golden flood of jobs for the unemployed 


some thousands employed by the government will be 
added to the rolls of the unemployed. As a business 
manager Congress ought to be out of a job itself. 


SS a 
STATUS OF market for railroad stocks is 
THE RAILS still under the influence of re- 


cent and pending develop- 
ments, both of which involve much uncertainty. It is 
significant that, with all the uncertainty, this group 
has not reflected keen apprehension on the part of 
either investors or speculators. Northern Pacific and 
Great Northern officials do not know whether to go 
ahead with the unification plan proposed by the Inter- 
state Commerce Commission. Their decision, perhaps 
next week, will have an important bearing, both of the 
merger situation in the Northwest and also upon con- 
solidation generally. The Baltimore & Ohio is making 
good progress with its efforts toward a larger system 
in Eastern territory, in spite of opposition from L. F. 
Loree and other rivals. There may be almost sensa- 
tional developments in this situation in the near future 
that will change materially the complexion of the 
merger outlook in the east, and also affect the stock 
directly involved. Combined net railway operating 
revenues for January showed a decrease of more than 
27% from 1929. Probably February was not so bad, 
but still below last year. Well informed investors 
realize tnat the railroads are in such good shape physi- 
cally and financially that they can stand poor earnings 
for some little time without suffering specially. That 
is why there has not been heavy selling of the shares. 


Fa 


DISTRIBUTING HEN a corporation pays 
CORPORATE \Y, only a nominal portion 
SURPLUSES? of its earnings to share- 

holders in the form of 
cash dividends, the justification of its lack of generosity 
must be looked for in the use to which a corporation 
is able to put its surplus. During the past year or so, 
large cash funds have been accumulated and tempo- 
rarily placed in call loans. Earning from 8 to 10 per 
cent in such employment, these sums were instrumen- 
tal in adding some nice extra items to the regular cor- 
porate income. At the moment these same funds are 
producing an income of from 4 to 44 per cent. Com- 
mercial needs for funds are not very large. Under 
such circumstances has not the justification decreased 
considerably for withholding large amounts of earned 
surplus, readily available for distribution in the form 
of bank deposits or call loans? There has been no 
striking tendency to distribute such funds so far, per- 
haps because of the potential need for cash in future 
replacement or expansion expenditures. With money 
rates already stabilized at comparatively low levels, 
however, some sizable distributions may be in the offing, 
when business is restored to a constant level of activity. 


a 


COMPREHENSIVE dis- 
cussion of the market's pres- 
ent position and future trend 

appears on pages 747 and 748. 

Monday, March 3rd, 1930. 
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Market Seeks Public Following 
Through Bullish Antics 


Prices Follow Hand-Made Trend 


That Calls 


for Caution 


By A. T. Mitier 


HE stock market gave us a few brand-new clues 
T during the.final weeks of February that should have 

an important bearing on the course of prices during 
the near future. 

As far as the shorter swings of the price movement are 
concerned, the market had reached a critical phase follow- 
ing its rise through January and most of February. It is 
usually in these critical periods that the market loses its 
fine subtlety and discloses some of its carefully guarded 
secrets. This is exactly what the market did, when hard 
pressed, a few weeks ago. 


Twa Strong At least two factors 
I fl concerning the tech- 
erro nical position of the 























market were dis- 
closed at that time, which must have 
been puzzling even the best informed 
interests in the market prior to this 
“test” period. One was the fact that 
there was comparatively little 
stock for sale on recessions, at 
or below current levels. The 
other was ability of the market 
to shake off “bad news” and 
move forward in the face 
of unfavorable industrial 
reports. Both of these 
factors, vital to further 
success of the con- 
structive market cam- 
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paign which has been under way since the start of the 
year, had been included among the market uncertainties of 
the seven week advance that opened the current year. 
After witnessing a flood of security offerings that created 
a virtual market panic only a few months ago, it is difficult 
to gain a thorough conviction that stocks should have an 
inherent “scarcity value” at the present time. Yet, if the 
performance of the market itself is to be taken at its face 
value, it must be conceded that such a definite scarcity 
value exists, at least for the shares that have assumed the 
role of leadership in the recovery. It is true that the de- 
mand for stocks is smaller than it was last year—much 
smaller—but it is also true that the supply of stock avail- 
able for current trading purposes is proportionately reduced. 
This is attributable to a large extent to the swift and 


_ precipitous nature of the fall decline. The so-called “per- 


manent investment stock” accumulated at lower prices dur- 
ing the past few years that did not come to market 
during the boom last year, is apparently not for sale at 
current levels. Neither is the stock that was purchased 
in large volume at high prices during the final stages of 
the 1929 bull market. This is particularly true of the 
market leaders—the picture stocks that largely comprise 
the popular market “averages.” It explains why it has 
been possible for this type of stock to have gained more 
ground on a comparatively small volume of transactions 
in less than four months following the fall break than they 
gained during the six months of violent trading in the 
summer and fall of 1929. A pressing demand for capital, 
either for individual or business needs, of course would 
result in considerable liquidation of such stock, but this 
type of demand has not as yet materialized. 
The recently exhibited tendency of the market to set its 
pace irrespective of the character of business news is a 
brand-new factor in the present market and an 
important one. The early 1930 rise in stock 
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prices was stimulated by indications of a quick recovery 
in business activity. Stocks have been particularly respon- 
sive to favorable trade such as the expansion of 
operations in the steel industry after the turn of the year; 
the promise of sustained building operations through public 
and industrial construction projects, and larger automobile 
production schedules for January. The market rise re- 
flected these and other encouraging bits of trade news in 
the early weeks of the year. 

Many market observers likewise expected that the market 
would be equally, if not more, sensitive to such trade news 
that would suggest an unfavorable first quarter to corporate 
earnings. And at the close of the second month it had a 
good deal of such news to face. Figures of bank clearings 
told a story of considerable dullness in many sections of 
the country. Unemployment reports, although telling noth- 
ing really new, were given widespread publicity through 
sensational demonstrations in various cities. Steel and 
automobile news, although continued favorable, began to 
be tinged with a new note of caution. More obvious to 
the general public than these items, was the price slumps 
in various commodities. Wheat and other farm com- 
modities, of course, became a political issue, the subject of 
national discussion generally and a very disturbing stock 
market factor, at their record low prices. 


It is safe to say that in these cir- 
cumstances, the buying that sup- 
ported the market did not come from 
small investors or the general pub- 
lic. And it is quite significant to the immediate market 
outlook that inside support was not withdrawn at a time 
when general market unsettlement seemed imminent. In- 
stead, the bearish reports were used to engineer a striking 
market movement that resulted in a good deal of short 
covering and carried prices to a higher trading range. Thus 
the market may be said to have entered a stage at which the 
performance of the various stock issues themselves become 
more important than the underlying industrial conditions 
which the market is supposed to reflect. 

The late February sessions had indicated a technical 
condition within the market that made further price ad- 
vances possible in the face of widespread bearish sentiment. 
What is perhaps even more to the point, is the fact that 
certain interests seemed inclined to take advantage of this 
situation. We are confronted with a market situation that, 
on a decidedly smaller scale and with an equally uncertain 
outcome, seems to be patterned on the same general scheme 
as the famous 1929 boom. 


Individual 


Issues 


Granting that the market is moving 
under the impulse of strong sponsor- 
ship, what purpose is intended to be 
served by a supported market and 
what is the outlook for this apparently “hand-made” price 
trend. A distant view into the future might logically 
comprehend a restoration of corporate earning power and 
the resumption of national prosperity on a broad scale. If 
the large buyers of stocks at this time are looking ahead 
to some such condition, however, they are looking at some- 
thing which is further in the future than is possible for the 
average stock buyer to appraise. In any event it is a 
longer range viewpoint than we are concerned with in this 
article. We are more interested here in isolating, if we 
can, the real purpose behind the current movement of stock 
prices. 

There are two possible explanations for this underlying 
748 


A Hand- 
Made Trend 


purpose. One is the effect on the business situation of a 
strongly supported, and perhaps rising, market. Although 
not so much in the public prints as it was earlier in the 
year, the campaign undertaken by business leaders to “re- 
store prosperity” is still an existing factor, exerting a potent 
influence. But one of the chief obstacles that confronts 
this prosperity campaign is the market crash. The “bear 
market” is still being made to stand for all of the sins of 


- the business world. 


To eliminate the bear market element in the business 
situation would have a tremendously favorable psychological 
effect on business. Purchasing power, or at least “spending 
power” is greatly accelerated by rising stock prices as was 
impressively demonstrated during 1928 and 1929. There 
is much frozen credit, both individual and bank credit, still 
hanging over from the fall decline in the stock market. 
By and large, the tonic effect of a strong stock market at 
this time must be conceded. It would naturally be sought 
by important interests in industry and trade. One is bound 
to be impressed by the logic of this view. 


OE SEN The other view, equally sound, is 
A Distributive that the strong market backing in- 
Phase dicates a distributive phase of the 

current stock market movement. In 
other words, if stocks are to be distributed on this rally, the 
market had to be supported during the critical period that 
developed around the latter part of February. Indications 
of stock distribution have already been pointed out by this 
publication, but perhaps the matter might be elaborated on 
here to advantage. For distributive markets, while they 
provide interesting and profitable price moves in individual 
issues, also harbor an inherent element of danger that de- 
mands greater caution on the part of stock buyers. 

For evidences of distribution one must look to the mar- 
ket itself—few outside factors lend much confirmation one 
way or another. Even brokers’ loans are a negligible ele- 
ment compared with last year. The market itself has given 
a — broad hint of a distributive phase within recent 
weeks. 

Certainly, if stocks were being accumulated by strong 
interest for long term retention, nothing as violent as the 
late February recovery would have been witnessed. Long 
pull accumulation is accomplished in dull sagging markets 
such as we experienced at the turn of the year, not in the 
— bidding for shares that has recently been wit- 
nessed. 

And then, there is the uncompleted distribution in the 
fall boom to be considered. It is true that the well-known 
banking consortium recently announced that it had suc- 
cessfully disposed of its holdings acquired in the break, 
but other interests have been pursuing different policies. 
Although many diverse interpretations have been pre- 
sented concerning the cause of the 1929 break, practically 
all observers agree that the pools and so-called “insiders” 
suffered as well as the general public. Many of these 
groups committed to the long side of the market last fall 
have held their position, notwithstanding the severe decline 
in the values of their favorite stocks. In order to complete 
their distribution, a demand for stocks must be created. 

Under normal circumstances, nothing creates an appetite 
for stocks as surely as a rising market. Not only does a 
rising market release credit for additional commitments, 
but it also diminishes the importance of cash income in divi- 
en Wah » sockets snebe sade ae ae 
possible to bid up prices without greatly increasing 
offerings of stock, there is much logic to the view that the 
market is in a distributive phase. 

(Please turn to page 818) 
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Investment Trusts After 
the Storm 


Has the Experience of Recent Months 
Purged the Trusts of Their Weaknesses? 
A Frank Appraisal of Investment Companies 
in the Light of Newly Published Records. 


By TuHeropore M. Knappen 


66 A FIER the deluge, what of the investment trusts?” 
was the broad question put to one of America’s 
recognized authorities on investment trusts. 

“No way to tell, there weren't enough of them to justify 
a general conclusion from their encounter with the 
tempest,” was the answer. 

“Not enough! Aren't there about 450—or something 
like that ?” I asked. 

“I doubt if there are more than two or three true invest- 
ment trusts in the whole lot you mention. Investment 
companies galore, but investment trusts are scarce.” - 

Followed then this quotation of a classic definition of 


a true investment trust: 


“An organization, cor- 
poration or trust in form, 
which invests the funds of 
individuals with the pur- 
pose of securing safety of 
principal and income, and 
a profit above a normal re- 
turn, this safety and in- 
come being obtained by 
investing and reinvesting 
the combined funds of its 
members or shareholders in 
diversified securities in one 
or more countries. The 
underlying principle of an 
investment trust is just 
what the name implies— 
investment. Securities are 
purchased principally for in- 
come, but when a security 
is selling beyond its in- 
trinsic worth then the in- 
vestment trust sells at a 


are selling out of line 
and below their intrinsic 
value.” 

A simon-pure investment 
trust never speculates. .. . 
More than a hundred so- 
called investment trusts 
were launched in the 
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United States during the hysterically speculative year of 
1929. They took some $1,700,000,000 of money and pro- 
ceeded to buy securities in a wild, raving bull market, which 
was precisely the time that a true investment trust would 
be concerned only with selling. A true investment trust 
according to the original British model—never, never 
speculates. It does anticipate and buy for appreciation of 
value, but that is a mere incident of the primary purpose 
of getting for its members better than normal income from 
their security investments. Moreover, all profits realized 
from appreciation are credited to reserves, not to dividends. 
The true investment trust of the extreme British manage- 
ment type buys only at its 
own price and sells without 
regard to the market trend 
when a security reaches a 
predetermined price. Both 
buying and sélling prices 
are determined after a most 
careful and comprehensive 
study. The judgment of 
the management regarding 
a certain stock in the port- 
folio may be that it will 
continue to ascend in mar- 
ket price indefinitely but, 
nevertheless, the sale is 
resolutely made at the pre- 
determined price. The 
realized funds then go into 
another security obtainable 
at a price that is believed 
to be below its intrinsic 
worth. Strictly speaking, 
there is not a single Ameri- 
can company that adheres 
absolutely to the British 
model. 
_ The investment trust 
designation as 
used in the United States 
includes: 


1. General management 
trusts—the British type of 
a true trust. 2. Limited 
management trusts. 3. 
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Fixed trusts. 4. Holding company. 5. Trading companies. 

The second group is ruled out as a true investment trust, 
because there is not enough “trust.” The third may be 
excluded from this consideration on the grounds that it is 
essentially without any real management function. Its 
portfolio is compiled for income and safety and its initial 


judgments are revocable 


ception the 1929 companies cite the alibi of unpropitious 


nativity as an excuse for their failures to meet the expecta- 
tions of their members and the general show-windowing of 
the investment corporations. But the citation of the un- 
happy birth time fact is really an indictment of management. 
The whole year of 1929 was a proper period for invest- 
ment company birth con- 


































































































operations. This modifica- 
tion -of the definition ap- 
plies particularly to the trading companies, which are 
merchandisers of securities rather than investors. 

While the going was good in the investment company 
field, under the general banner of investment trusts, banks, 
investment banking firms, utility interests, railroad com- 
panies and what not, formed investment companies with 
mixed motives and objectives—one of them being to grab 
the easy money of the time. 


Using then, the term investment corpora- 
tions, let us consider how the group as a 
whole rode through the storm of the great 
panic, first as to financial-storm nautical 
skill and second as to temporary or permanent damage to 
the ship. 

A survey of the current discussions of seamanship of the 
investment companies as compared with that of independ- 
ent investors and speculators, talks with financiers and a 
study of reports and statements of the companies leads the 
writer to the conclusion that on the whole the companies 
did better than indiv‘dual operators. 

This applies particularly to the companies that were 
formed before 1929. Broadly speaking, the 1929 com- 
panies were the children of the market bubble. They were 
for the most part born too late or too soon. Except for 
the undisguised trading companies they were as much out 
of place as a Quaker in a vendetta. Almost without ex- 


Riding 
the Storm 
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October-November disaster. 
Virtually none of them proved omniscient, but it is fair to 
say that most of them exhibited far more restraint of greed 
than the average single-handed speculator. Others had the 
nerve and foresight to take their losses on some of their 
securities before the market reached its abysmal depths. 
In the vast range of policies that actuated so many invest- 
ment companies some found themselves precluded from 
unloading before the crash came even if they visualized it 
as certainly as an oncoming express train. 

The conservative general management companies had to 
consult their dominating income principle as contrasted 
with that of profits. The fixed trust companies were in- 
herently helpless to take profits or avoid paper losses. The 
limited management companies had the defect or the virtue 
of being limited. The holding companies had to consider 
broad policies of corporation control and market propping 
as superior to current gains or losses. 

Then, too, there was the intricate problem of how far an 
impregnable investment company would be justified in con- 
tributing to the general wrack and ruin that was to come by 
precipitate jettisoning of securities in order to convert paper 
profits into realizations. The trading companies apparently 
have a better retrospect than that of the individual trader, 
but many of them confess to considerable actual cash losses 
for the year; they sold securities at a loss rather than take 
the chance on future recovery. One trading company 
cleaned up a score of millions of cash in the market but 
saw its paper assets melt to such a degree that it virtually 
confessed a failure of management. 
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Some investment companies are reorganizing, some are 
consolidating with others. There are a few liquidations. 
There have been virtually no forced dissolutions. 


older It is impossible to make generaliza- 
Shareh tions about the returns to sharehold- 
Profits ers in investment companies as com- 


pared with direct investment results. 
But it is probably fair to say that the returns will be dis- 
appointing for 1929 on the whole. Many companies show 
nét earnings; some of them very large, even in the face 
of enormous declines in the market value of their holdings; 
but the general situation is not favorable to generous divi- 
dends, if any. The results of the past year as a whole will 
be distinctly disappointing to investors in investment com- 
panies, and will tend to chill the enthusiasm for collective 
investing. New issues of securities in this line will not 
be popular or large during 1930—although this period of 
recession is the ideal time for collective investment, as well 
as for individual. The trust companies must pay*the price 
of a certain degree of paralysis in the face of opportunity 
for their mistakes of co-partnership with a bull market. 
The severest damage to the trusts as a whole that was 
inflicted by the crash was the depreciation of their own 
securities, which was greater than that of the general mar- 
ket list. All securities declined an average of 48 per cent 
from the 1929 high, whereas the investment company stocks 
fell off from 50 to 75 per cent—averaging, perhaps, about 
70. In not a few instances the stocks fell to a point well 
below the liquidating value of the company. Fully 70 per 
cent of all the financing during the last ten months of 1929 
was for investment trusts, and their stocks were, therefore, 
conspicuous targets for panic selling. On the basis of 70 
per cent shrinkage the $3,000,000,000 or more invested in 
the shares of investment corporations was at the low point 
worth only about $900,000,000. The public in the days 
of reckoning was evidently over-suspicious of the whole in- 
vestment company field. It had been too mushroomy. In 
individual cases this distrust was utterly unwarranted. It 
was carried to the extent of discounting the value of good 
American dollars, for even with companies that have a 
large proportion of their resources in cash the market value 
of their stocks is or was as much as 30 per cent below 
the market value of their investments 
The harsh experience of recent months has impressed 
many companies with the idea that publicity is the best pol- 
icy. Some of the reports now being made must be highly 
embarrassing, for they sustain the suspicion that some so- 
called investment trusts were merely neglected step-children 
of parent organizations. One company reports that 28 per 
cent of its assets are in cash, which is 





much higher rates. On the other hand is the case of a 
company that had 90 per cent of its resources in cash 
when the crash came. Yet some of the best fortified com- 
panies—sad to relate—experienced the greatest declines in 
their stocks from high to low—because their strong posi- 
tion made them exceptionally popular -while the buying _ 
rage was on. 

Of course, it goes without saying that under such con- 
ditions thousands of investors in investment companies at 
original issue prices find that their securities have a market 
value much below the price of issue. As might be ex- 
pected, the investment companies that approximate the true 
investment trust type have fared better in the market than 
plain trading companies. A comparison of one group of 
the former with a group of the latter shows that the trust 
type’s securities fell only half as much as the other, from 
1929 high to low, and that by December 31st all but 12 
per cent of the decline had been recovered, whereas the 
trading company group was still 55 per cent below high. 


Behind As a whole, the investment group has 
h not recovered as rapidly as the gen- 
the Market eral market list. For the time being 


the public is evidently skeptical about 
the value of trust management, for it is admitted that the 
management feature ought to give trust shares the edge 
over the securities they represent, whereas they are actually 
at a considerable discount. This situation appears to give 
the shares of the better investment trusts a distinct invest- 
ment advantage over the market list at the present moment. 
Reports from some of these companies show that they are 
sharing liberally in the favor of the public looking for in- © 
vestment bargains. The bargain hunters now have far 
more than they ever had before—a fair opportunity to in- 
spect the goods before buying. 

The reports and statements that are coming from sources 
that were formerly as silent as the grave give the cautious 
investor an opportunity to buy instead of being sold. De- 
spite the standard arguments—specious or sound—against 
disclosing the contents of portfolios they are now blossoming 
forth in profusion. The arguments may have the weight 
that was formerly attached to them but the trust managers 
are frequently convinced that “open covenants openly 
arrived at” have offsetting advantages in this period of 
skepticism and pessimism. : 

One interesting phase of the low price of investment 
company stocks is that the companies are or were not in- 
frequently buying and retiring their own shares. Mani- 
festly this process should have a favorable effect on the out- 
standing shares, but is subject to the criticism that it tends 
to weaken the position of the company 





probably deposited with the mother 
company, at a time when the bargains 
of a century awaited it. Company after 
company confesses that its holdings, at 
market quotations, are worth less than 
when bought and that they couldn’t 
be sold out today for their original 
capitalization. Yet just such companies 
show handsome net earnings in 1929 in 
some cases. A fine example of the com- 
pany that is entitled to neither “trust” 
nor “investment” in its classification is 
one that has all its resources invested, 
that bought a third of its securities dur- 
in the latter half of 1929, and now 
faces the situation of earning only 3!/2 
per cent on its portfolio, with outstand- 
ing debentures and preferred stock at 








for bond or debenture financing in the 
future. In a period of common stocks 
popularity American investment com- 
panies have paid comparatively little at- 
tention to the issuance of bonds. Ac- 
cording to a summary by Keane’s Invest- 
ment Trust Monthly companies classed 
as investment trusts issued $1,635,000,- 
000 of stocks in 1929 and only $67,- 
000,000 of bonds. In 1928 the bond is- 
sues were but $84,000,000, and stock 
issues $463,000,000. While retirement 
of stock purchased at less than company 
liquidating levels is plum pudding for 
the immediate gratification of share- 
holders the reduced capitalization nar- 
rows the base for future debenture 
(Please turn to page 808) 
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Low Interest, 


Low lTaxes— 


High Business 


By Epwarp J. CornisH 
As Interviewed by Milton Head 


“Prosperity is not a thing which we can conjure from the ‘vasty deep.’ We 
cannot create it simply by wishing for it. We can contribute to its return by 
hopefulness, energy, and by a building up of what has been torn down by a false 
process which first caused inflation, inexorably to be followed by a sudden defla- 
tion which upset the superstructure of business but in no way affected its real 
foundation. Hereafter we must distinguish between really good business con- 
ditions and inflation. One is built on bed rock—the other has a base more shifting 
than quicksand. While the swing upward from business decline to general in- 
dustrial activity as yet has not been very marked we still have a month or two 
for the anticipated improvement to manifest itself.” 


DWARD J. CORNISH, president of the National 

Lead Company, thus gives his opinion on current 

and future business. He feels that the present is a 
time of some groping toward the light which may not be 
found as soon as many had hoped and preached. Mr. 
Cornish is not one to indulge that sort of optimism that is 
based only on desire. He dreams no roseate dreams of 
sudden good fortune and cannot picture American busi- 
ness equipped with Fortunatus’ purse, out of which an in- 
exhaustible supply of money will flow. 

Two years ago I was fortunate enough to be able to 
obtain the opinions of a number of prominent business 
men, on the future of American industry. Of all the men 
I interviewed, whose views were published in THE Maca- 
ZINE OF WALL STREET, Mr. Cornish, alone, refused to 
assent to the notion that a long, uninterrupted period of 
prosperity was ahead. He saw shoals for the business ship 
which others could not discern, and he particularly stressed 
the evil of a condition which brought about high interest 
rates, high taxes and a low return on securities. Such a 
status, he insisted, was not consistent with economic law. 

Cornish is something of an iconoclast. But it is the 
newer idols which he usually demolishes, because he is 
grounded in economic theories which he believes are basic 
and never can be destroyed. His is one of the keenest in- 
tellects in big business in America. He has a faculty for 
analyzing conditions that has enabled him to be correct in 
his views even though at the time of expressing them they 
were contrary to the opinions, not only of observers in 
general, but even to the belief of officials in his own organi- 
zation. With him transitory conditions never can elimi- 
nate basic laws. Consequently when many, in recent years, 
were discussing the “new conditions,” the chief feature 
of which was a disregard of yield, in the consideration 
of the value of securities, Mr. Cornish steadfastly refused 
to consider such belief as anything more than the rankest 
economic heresy. Low yields, and high interest rates were 
not practically compatible, he declared, and could not con- 
tinue. No one needs to be told now, how unerring was 


752 





this judgment. Interest has come down, and security yields 
have been increased through a decline in the market price 
of all securities. 


“There is no real prosperity which 
does not have its basis in production,” 
said Mr. Cornish. “Unless we pro- 
duce that which is useful we cannot 
profit. This is so elemental that I cannot claim it as a new 
idea, but it’s one which often is overlooked. 

“Now the source of all production is labor. Labor is 
the greatest gift of God to man, even if at times we do 
groan under it. I differ entirely with the usual conception 
of scripture, which makes the Edenic decree. ‘In the 
sweat of thy brow shalt thou eat bread,’ a curse instead 
of a blessing. 

“After all, the extent of a man’s needs is the determin- 
ing factor in progress. If man had no requirements there 
would be no progress. His wants force him to activity 
and as he fills those wants he advances farther in his 
desires, finding newer and greater needs, which again he 
seeks to satisfy. It is not too much to say that man’s 
frailties—even his vices—acting as an incentive to labor, 
are influences for prosperity.” 

This last statement involves a startlingly original doc- 
trine. How it is likely to fit into the general scheme of 
religion and morality I do not know, but it surely affords 
a basis for the tenet that there is good in everything— 
“a excepting those things which, to us, seem inherently 


Useful 
Production 


“False conceptions of prosperity deceive only for a time,” 
Mr. Cornish declared. “There are periods in which one 
industry runs far ahead in sales, leading many people to 
build a long distance into the future—to discount that 
future to an extent not justified even by the current activ 
ity. Where the discounting begins there also is the point 
of the inception of troubles whose actual crystallization 
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may be a long time ahead. The mushroom grows fast, 
but it dies just as rapidly. Stabilization of an individual 
industry is the only assurance of success for any company 
in that industry.” 

Mr. Cornish does not have to qualify as an expert wit- 
ness on stabilization of business. His own company is an 


example. 


Interest and taxes, in the opinion of 
Mr. Cornish, are the two great bur- 
dens on industry. High interest rates 
and taxes extending over any appre- 
ciable period must inevitably drag down prosperity. 

“I think you'll find that doctrine exploited by Henry 
George, and it’s entirely sound,” Mr. Cornish commented. 
“When interest rates are high, they are a charge upon 
business and check consumption. But there is this differ- 
ence between interest and taxes. The former fluctuates, 
while the general trend of taxation has been continuously 
upward. Taxes are a fixed burden, while interest, at times, 
may become a comparatively small factor in any individual 
business. 

“Sooner or later officials and publicists must direct their 
attention to the problem of reducing or of holding down 
the rising tide of taxes. It is not a merely academic ques- 
tion. It cannot be dismissed with the thought: “When 
I find a more convenient season, I'll call on thee.’ It will 
zomain one of the tender spots in business until the remedy 
has heen found and applied. There was a time when the 
railroads were almost taxed out of existence, and now that 
they are enjoying a term of comparative prosperity, these 
taxes are no less a burden, out of proportion to the other 
expenses of the transportation lines.” 


Interest and 
Taxes 


“Another thing which we must consider 
as having its effect on general business 
is installment buying. I am not at all 
certain that some of our present dis- 
turbed condition is not due to this method of distributing 
goods. And when I say that, I am not unmindful of the 
fact that many of our present-day economists, bankers and 
able business men have unqualifiedly indorsed the system. 

“I do not utterly condemn the installment method. I do 
say, without reservation, that it is better to earn the money 
for a thing you want or need before you buy it, than to 
purchase it first, through the medium of a small down 
payment and then spend months or years trying to liqui- 
date the balance due. But getting the money prior to 
purchase is not always possible—hence installment buy- 
ing frequently becomes a help. However, the buying of 
unproductive lines or ar- 
ticles, by the deferred 
payment plan, or the 
purchase of things, the 
life of which will not 
extend beyond the date 
of final payment, is a 
lure to improvidence and 
extravagance. Mortgag- 
ing the future should be 
indulged in only when 
the mortgagor is certain 
to have something of 
value after the mortgage 
has been paid. The pro- 
miscuous selling of al- 


Installment 
Selling 


thing, through the installment method, cannot be too se- 
verely condemned. I myself have encouraged the sale of 
our stock to the employes of the National Lead Company 
through deferred payments, because I think it is well for 
workers to have an interest in the business in which they 
are engaged; it develops thrift. When the debt is paid 
their savings become a permanent and profitable invest- 
ment. Automobiles? Well, perhaps because they have 
come to be recognized as an economic necessity it is all 
right to sell them in this manner. I doubt very much 
if the intensive and extensive campaigns for the sale of 
automobiles, radios and countless other semi-necessary lux- 
uries, by the installment method, has done more than create 
an unnecessary buying, giving the effect of mushroom 
growth to manufacturers, the ultimate result of which 
already has been shown or is forecast in the sudden un- 
expected cessation of sales. This brought to my mind also 
the current price of the securities of many of the companies 
and the severe financial plight of not a few of them. 

“Just as I previously have said that there may be good 
in what seems to us entirely bad,” Mr. Cornish continued, 
“so the installment method cannot be denounced as all evil. 
Some say it induces thrift because when once a man con- 
tracts for payments he has an incentive to work to meet 
them when they are due. Also it is urged that the plan 
keeps more money in circulation.and gives employment to 
more labor. Inducements to thrift that are created by 
over-buying are, at best, of doubtful value—later on they 
may become burdens too heavy to bear. 

“TI have no means of knowing how many partial pay- 
ments have lapsed since the stock market break, nor how 
many repossessions of goods bought on the installment plan 
have been made. The number of the latter probably is not 
very heavy since the bulk of articles bought have little return 
value after having been used for a short time, and the 
sellers could do nothing with them if they took them back, 
except to sell them as second hand, and thus possibly kill 
the sale of a new set. The result is that there is a lot of 
harassed debtors, worried enough by the problem of pro- 
viding for necessaries, without seeking means to pay for 
luxuries or semi-luxuries bought in days of temporary finan- 
cial affluence or ease. This is one tragedy of installment 
buying.” 


Mr. Cornish looked from the window 
of his office. Below him lay Trinity 
Church, facing the famous street that 
has given its name to American finance 
—a street described as starting at a river and ending in a 
graveyard. Within a stone’s throw was the New York 
Stock Exchange, where even then traders were casually 
putting through transactions involving millions of dollars. 
The king was dead. In- 
flation, Rex, no longer 
ruled. Sober second 
thought was now paying 
tribute to Reason. 
“You can’t stop specu- 
lation in stocks,” said 
Mr. Cornish; “hence you 
can’t stop the ebb and 
flow of security prices. 
Cycles will recur, though 
to expect them with any- 
thing like regularity is a 
fallacious belief. Per- 
haps never before have 
(Please turn to 
page 792) 
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Can Uncle Sam Save 


Farm Prices? 


Government's Half Billion Dollar Experiment in Agricultural 
Merchandising Holds Farmers’ Economic Position in the Balance 


An Interview with ALex Leccr 
Chairman of the Federal Farm Board 


OVERNMENT is curious. In 
Washington there are at least 
two agencies of the government 
that are enforcing laws to keep busi- 
ness men from pursuing intelligent 
policies of disposing of their products. 
These are the Department of Justice 
and the Federal Trade Commission. 
Business groups are in danger of being 
escorted to jail by these agencies if they 
get together to mark their products up 
or mark them down—sell dearly or 
cheaply. 

Two other federal agencies are striv- 
ing to teach a governmentally-favored 
group of business men—the farmers— 
how to “conspire” to sell at high prices 
and market their goods intelligently 
and profitably. These are the Depart- 
ment of Agriculture and the Federal 
Farm Board. — 

Both groups are acting in accordance 
with perfectly good laws duly made 
and provided by Congress. 

Interest centers in the Federal Farm 
Board. It is the baby, its methods are 
novel, it is making daring economic experiments with the 
whole country as its laboratory—and it has 500 million 
dollars of public money back of it. History may write 
later that the Board was the greatest politico-economic 
achievement of its age—or it may record it as the consum- 
mate type of failure of government in business. 

The whole scheme may be unsound, but a curious fact 
is that its head administrator is a hard-boiled, hard-bitten 
business man, Alex Legge—who believes in it. As presi- 
dent of the International Harvester Company, before he 
accepted his present job, he was at the head of a colossal 
farm machinery organization, which has been imprecatively 
denounced by farmers as a “trust” “and suspiciously 
scrutinized by governmental agencies that are charged with 
the duty of harassing business men collectively intent upon 
keeping selling prices above buying prices. He now has, 
potentially, a half a billion of dollars with which to estab- 
lish controlled farm commodities selling, from the same 
government that has spent millions of dollars to dissolve 
other sales control organizations. No wonder that in his 
meditative moments he smiles, despite a flock of tough 
problems, each of which has the making of a permanent 
grouch for a timid soul. 
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So much for the background of the 
interview. The interview, itself, got 
right down to business. 

Question: “Does the work of the 
Federal Farm Board verge on what 
might be called state socialism?” 

Answer: “No, absolutely no. We 
are attempting nothing different in 
effect than the government has already 
done in various ways for manufactur- 
ing industry through the protective 
tariff and the Department of Com- 
merce; for the railways by land grants 
and loans; for labor by the tariff, the 
immigration exclusion laws and others, 
also the Department. of Labor; for 
finance by the Federal Reserve Act 
and other constructive laws; for ship- 
ping by loans, subsidies, and the gen- 
eral help of the Shipping Board. It is 
quite as proper to use the govern: 
mental machine to help the farmers as 
those other groups, and that is the pur- 
pose of the Agricultural Marketing 
Act, which describes itself as ““An act 
to establish a Federal Farm Board to 
promote the effective merchandising of agricultural com- 
modities in interstate and foreign commerce, and to place 
agriculture on a basis of economic equality with other in- 
dustries.” 

The next question went right to the heart of the most 
acutely sore spot the Farm Board has so far inflamed: 

“Does the work of the Board tend to destroy the private 
trade in produce—not only the grain exchanges but the 
individual grain buyers?” 

“I don’t think so,” was the answer. “As the process 
of readjustment of marketing works out the specific effects 
will not be so disturbing as many now suppose. Marketing 
of farm products will be more orderly, which means that 
prices will be more uniform and less affected by specula- 
tion. Of course, if the co-operative movement were car’ 
ried to the nth degree, the whole grain trade for example 
would become co-operative and there would be no room 
for non-co-operative marketing instrumentalities or grain 
exchanges. It probably will never get that. far. We do 
hope to minimize—as the law provides—the destructive 
effects of speculation, but none of us is likely to live to see 
the private grain trade abolished or speculation eliminated. 
It is not our purpose to break down any business, but to 
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help the farmer, through collective action, to market his 
crops; effects on other businesses will be incidental, not 


purposeful. 
“You must remember that the fundamental purpose of 





While the Marketing 


insufficient co-operative coverage. 
Corporation can only deal with members, the Stabilization 
Company can buy anybody's wheat. It has taken over the 
Marketing Corporation’s purchases and has bought on its 






with other industries. This can be 
accomplished only through some col- 
lective control of production, and of 
selling up to the processor or ultimate 
distributor. That means, inevitably, 
considerable changes in present mar- 
keting practices. Congress specifically 
enjoins us to promote the establish- 
ment ‘of a farm marketing system of 
producer owned and producer con- 
trolled co-operative associations and 
other agencies’ for the purpose of 
attaining ‘greater unity of effort in 
marketing.’ If this unity collides with 
dis-unity to the dissatisfaction of some 
the answer lies with Congress. 
“Anyway, physical and organiza- 
tion machines are continually dispens- 
ing with occupations and abolishing 
jobs—in this changing world.” 



















the act is to put agriculture on a basis of economic equality 


own account. 








In view of the recent weak- 
ness in the price of agricul- 
tural commodities and the re- 
sulting far-reaching reaction 
that will inevitably be felt on 
general business and on se- 
curity prices, if such a trend 
continues, this interview with 
the chairman of the board 
which was specially created to 
stabilize farm prices is of un- 
usual interest and significance. 


A cotton stabilization compariy is on the 


way. Advances to co-operatives in 
capital account are to be amortized 
over a period of years. 

The situation recalls war times— 
government price-fixing and market 
manipulation. As assistant chairman 
of the War Industries Board, Mr. 
Legge has had some notable experi- 
ence with governmental price-fixing. 


Price Fixing? 


Mr. Legge was asked whether a 
governmental loan of $1.25 a bushel 
on wheat, or 16 cents a pound on 
cotton, was not pretty close to gov- 
ernmental price-fixing. 

He answered that they were rather 
to be considered as reasonable price 
stabilizing devices. The figures decided 
upon were, he said at the time (late 
October), not unreasonable in view of 


The Co-operative Movement 


the general world position of those 





commodities at that time with re- 





The method of the Farm Board a 
in attaining unity is to use its 
powers, including the enormous facility of government 
financing, to make agricultural co-operation universal. 
The individual farmer joins his particular local commodity 
group or groups, the groups in turn are federated into 
regional commodity co-operative groups, and these into 
national co-operatives. It is through the last—of which 
four, corporations in legal form, have now been organized 
—that the Farm Board ultimately will act, for they will 
finally control agricultural marketing. Temporarily the 
Board has dealt directly with minor co-operatives. If the 
organization scheme should work out 100 per cent each 
of the chief agricultural products of the country would, 
broadly speaking, have only one selling agency. That pros- 
pect gives the produce and grain merchants the cold shivers. 

The co-operatives cannot attain marketing unity without 
financial strength. Farmers must live while they are hold- 
ing back their products. Co-operatives borrow money from 
the Farm Board and 


spect to supply and demand. But 
the stock market was in panic, apprehension was in the 
air because of buying resistance, and demoralization prices 
were imminent, a condition to which the straits of the Can- 
adian Wheat Pool were contributing until the governments 
of the prairie provinces guaranteed its bank loans. Pur- 
chases as well as loans were indicated to prevent a destruc- 
tive sagging of prices below rational levels. 

“You know something about panics, you fellows in Wall 
Street,” the chairman commented and grinned. 

To the pointed question as to what would happen if 
with new crops coming on it was found that the co- 
operatives could not sell their holdings at bought or loan 
prices (with wheat futures selling as much as 20 cents be- 
low the Board’s loan price), Mr. Legge answered that while 
the risk of the margin between advances and later realiza- 
tion prices was theoretically that of the co-operatives that 
borrowed the money from the Board, the risk was actually 

that of the Board—of 





use it to make com- 
modity loans to the 
individual producer. 
The Farmers National 
Grain Corporation, for 
example, with an au- ee 
thorized capital of |* aes hier 
$10,000,000, is ad- |: 

vanced 90 per cent of 
that amount by the 
Board. As it makes 
loans through subordi- 
Nate co-operatives it 
turns them over with 
the Board. The same 
Organization has been 
doing some outright 
buying. Recently the 
Grain Stabilization Cor- 
poration was formed 








the government. 

“We might as well 
face the facts,” he 
bluntly said. “If the 
price cannot be main- 
: : | tained, some of us close 

aS taht by are going to know 
ReRaw ye the loss is going 
to fall.” 

As to the action of 
the Board in entering 
the open wheat market 
on February 25th when 
wheat sagged to the 
dollar line and below, 
Mr. Legge said that 
that operation was a 
general market stabil- 
izing effort. That buy- 
ing was mainly of the 
May futures at the 








at the instance of the 
Board to meet the pres- 
ent wheat situation of 
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Co-operative Grain Elevator at Buffalo 


market and should not 
be confused with loans 
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to and -buying from co-operatives on the basis of $1.25 
a bushel. Such a course is entirely within the authority 
granted the Board to deal with surplus problems, but 
it might be remarked incidentally that $1.25 for co-oper- 
ative wheat and around $1.10 for non-co-operative is cal- 
culated to draw the wheat raisers into the co-operatives in 
hordes. It is worthy of notice, too, that the Board is using 
the speculative markets, which its policies tend to elimi- 
nate. The co-operatives have in some instances systemat- 
ically resorted to hedging. 


Foreign Reactions 


“How about the criticism that the Board is in effect 
establishing export prices for wheat, which may cause re- 
sentment abroad similar to that felt in this country over 
the British rubber control?” 

“We are not attempting to fix export prices, and as for 
any effect that domestic prices for co-operatives’ products 
may have on export prices the former are not in any sense 
exorbitant. Loan values for wheat and cotton were based 
on the best information we could get at that time on world 
supply and demand conditions—and were intended to make 
it possible for the farmer who belonged to a co-operative to 
hold his crop for a more favorable selling time. 

“There is no conflict between this policy and the interests 
of the nation as a whole. Some day the business men will 
realize that our efforts in behalf of the farmer are just as 
much in their behalf.” 

“But, as to the future, how about production? Is it 
possible to get farmers to limit their acreage of any crop 
for which they are assured a fair price?” 

“We are not establishing a fair price or any price for 
next year’s crop. All our loans terminate with this crop 
season. Control of production is essential to our purpose. 
We cannot impose acreage limitations on individual farm- 
ers, but the co-operatives are in a position to impose re- 
straints. They can make a pretty close tie-up between 
loans to members and moderation in planting. It is true 
that the weather has something to say about production, 
regardless of acreage, but over a series of years the weather 
factor balances itself.” 


Strength in United Action 


“But for co-operative control of production to be effec- 
tive you must get the farmers into the co-operatives.” 

“The membership of the co-operatives, in response to the 
new policy, is increasing very rapidly, far in excess of any- 
thing in the previous history of the movement. The farm- 
ers see the point—that they must get together, that they 
cannot control production or sell effectively if they don't. 
Heretofore they 


each other. Co-operation with Uncle Sam guiding it appears 
now in an entirely different light to farmers who have 
hitherto been skeptical. The group sentiment is for it. It 
will not be easy-going for the individual who does 
not stand with his group. Yet there will always be many 
who prefer to go it alone. We don’t need all the farmers, 
But it is only as members of co-operatives that they can 
have the Board’s assistance. Loans to individual farmers 
are impossible under the law which limits the Board to 
dealing with co-operatives. The co-operatives cannot count 
on much help unless they reduce quantity and improve 
quality.” 

“How about international co-operation—with the Can- 
adian Wheat Pool, for instance?” 

“We have no understandings with foreign groups, but 
we are operating along similar lines.” 

“Is there a tendency in the business community gen- 
erally to make the sledding hard for the Farm Board be- 
cause of a fear that it is an entering wedge for paternalism 
in all industry?” 

“I find no general opposition—quite the contrary. Busi- 
ness men are coming more and more to think about their 
own business in terms of the general good. The more they 
learn of what we are doing and of the fundamental national 
need of strengthening agriculture the more sympathetic 
they become. The American public is beginning to realize 
how far the fate of all is involved in the agricultural 
problem. 


Collective Farm Aid Good Business 


“Prosperity cannot survive with the rest of the country 
acting collectively and the farmer individually. To help 
the farmers to act collectively is good business logic—noth- 
ing more.” 

“Do you expect that the Farm Board will ultimately use 
all of the $500,000,000 that has been authorized?” 

“We shall not hesitate to call for it, if the full perform- 
ance of our functions demands it. At present we are not 
asking any appropriations beyond the original $150,000,- 
000 


“We believe that we have already accomplished substan- 
tial results. The indirect results of the Board’s work have 
been as important—more so than the direct. The farmers 
are taking new heart. They are facing the future hope- 
fully. 

“I do not regard the Board as a perpetual institution. 
Its work is to finance and organize the beginnings of 
efficient agricultural co-operation. After a few years of 
successful operation under governmental assistance and 
leadership the co-operatives will be able to stand on their 
own feet and carry on without public financing or super’ 

vision. But tempo- 





nowwhere for the 
most part because 
they had, chiefly, 
local independent or- 
ganizations. Through 
the Farm Board they 
have a real opportun- 
ity to get together on 
commodity lines to do 
what manufacturing 
industry has been 
able to do for itself 
to a large degree— 
regulate production 
and prices. The local 
co-operatives will no 
longer compete with 
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rary assistance, such 
as we are giving, 
was indispensable— 
continuation of agri- 
cultural deterioration 
was otherwise inevita- 
ble. 

“I can say emphat- 
ically,” Mr. Legge 
concluded, “that my 
judgment as a busi- 
ness man approves 
what the government 
is doing for the 
farmers. It is good 
business and worth 
the cost.” 
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Economic Disturbances in South America 
Find Reflection in Domestic Business 


By M. Dav Goutp 


that all is not well in the Latin-American business 

world. Bonds of Central and South American gov- 
ernments have been weak while other sections of the bond 
market have been firmer. Disquieting items of news have 
appeared from time to time—one country abandons the 
defense of coffee, another suspends the free movement of 
gold, two are considering radical changes in their currency 
systems, exchanges decline or are quoted on a purely 
nominal basis. 

The investor asks: “Are we to have another epidemic 
of suspension of interest and sinking fund payments in 
Latin-American bonds, such as we witnessed before 1900 
and again at the outbreak of the war?” The American 
exporter asks: “Will we have credit or sales difficulties 
with a customer who has been taking a fifth of our total 
exports?” 

Before we can answer such questions, it would seem 
to be essential to analyze the business situation in Latin 
America with a view to finding out what basic qualities 
these countries have in common, and if there is something 
going on elsewhere in the world which gives a clue to what 
the future is like- 
ly to offer. 


|e the past few months signs have been multiplying 


cooler, that is, more like our own. We therefore expect 
the more northerly countries to engage in the production 
of distinctively tropical products, while the southerly ones, 
producing commodities like our own, are apt to sell to other 
countries, particularly Europe, in competition with our 
products. Consequently we occupy a stronger position in 
the northern part of Latin America, while European trade 
and finance is more significant in the southern part. 

In all Latin America, however, we find that production 
consists principally of raw materials and foodstuffs; manu- 
facturing is carried on in only a small way, and is largely 
limited to the utilization of native materials in ways which 
do not require great skill or large capital investment. On 
the other hand, their imports consist largely of manufac- 
tured products. 

Any general economic development which tends to the 
disadvantage of raw materials and foodstuffs as against 
manufactured products will therefore lead to business 
distress in areas like Latin America. If world consumption 
has been estimated on a very optimistic basis, and credit 
has been freely used for expansion purposes, such distress 
may be intensified. 

There is not a 
doubt but that 








Where Our 


Interests Lie 


Looking at a 
map of South 
America, and fill- 
ing in the indi- 
cated areas in our 
mind's eye with 
their main eco- 
nomic activities, 
we note first that 
a we go from 
North to south, 
contrary to our 
Northern hemi- 
sphere, the cli- 
Mate becomes 


COFFEE— 

(Rio No, 7), cents per pound 
SUGAR— 

(Raw, 96°, duty paid), cents per pound.. 
PETROLEUM— 

(Mid-Continent, 83°), $ per barrel 
HIDES— 

(Green salted packers’ 

steers), cents per pound 
NITRATES— 

(Chile saltpeter, 95%), cents per pound.. 


heavy native 


(No, 2 Red Winter cash), dols, per bushel 





Annual Average Price Changes in Some Leading Latin- 
American Export Commodities 1925—1929 


4.38 4.35 4.75 4.22 


there is such a 
world-wide tend- 
ency to lower 
commodity prices, 
affecting _princi- 
pally unmanufac- 
tured goods. We 
are very familiar 
with it here in 
the United States. 
For years the pro- 
ducers of cotton, 
wheat, cattle and 
other agricultural 


1926 1927 1928 
18.89 14.79 16.56 


1.89 1.29 1,20 


— . . . products have 


complained about 
the unsatisfactory 
low prices which 
they have been 











first warmer, then 





receiving. Such 
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complaints have finally reached a point where the Govern- 
ment is committed to some form of relief, because of the 
large number of persons involved and the consequent politi- 
cal pressure exerted. 

Many other of our raw material producing industries, 
not in a position to exert such pressure, have been unfavor- 
ably affected by the same tendency. We need cite only 
coal, lumber, paper, petroleum, zinc, lead, silver, leather, 
sugar, out of the great number that occur at once to one’s 
mind. Copper stands out as a notable exception, because 
of the high degree of organization of the industry, and 
steel because of the econ- 
omy of operation possible 
at recent and current high 
rates of output. 

In general, however, if 
we left out of the national 
economy of the United 
States its highly or- 
ganized manufactur- 
ing industries, 
such as_ the 
automobile, 
typewriter, ra- 
dio, and the 
like, we should 
have left principal- 
ly the great dis- 
contented areas of 
the South and 
West. We should 
still have a tre- 
mendously rich 
and __ prosperous 
country, taking high rank 
among the nations of the 
world—but its economic diffi- 
culties would be manifest. It 
would be a nation dependent 
on weather conditions, because 
of the great preponderance of 
crops in its total production, 
and dependent on the fluctua- 
tions of price, demand and 
supply in the great basic com- 
modities. 

Agricultural Dependence 


Such is the position of 
Latin America, taken as a 
unit, today. In Brazil, Colom- 
bia, Costa Rica, Haiti, and 
several other countries, coffee 
is the principal item of pro- 
duction; no matter how pros- 
perous other lines may be, if 
the crop is short or prices are 
low, these countries are not 
thriving. Sugar occupies a 
similar position in Cuba and 
other West Indian islands, and to some extent in Peru. 
Oil is equally the important factor in the national prosper- 
ity of Mexico and Venezuela, and is becoming so in Peru 
and Ecuador. Tin determines business conditions in Bolivia, 
nitrate in Chile, and wheat and meat in Argentina. Such 
efforts as are being made to increase diversification of 
national output in many of these countries do not alter 
the basic truth of the foregoing. 

What then is the outlook? We have seen similar situa- 
tions in this country, time and time again. Last year, May 
wheat fell from over $1.50 a bushel to 93 cents, its low 
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for many years; immediately a tendency set in for con- 
sumption to increase and for production to decrease, re- 
flected first in a sharp mark-up of the price by wheat specu- 
lators. Before long we may expect some kind of stable 
level to be reached, well above last year’s low, even if below 
the hopes of wheat raisers. Similarly, from October to 
December, 1926, cotton ranged between 12 and 13 cents a 
pound; the following year production declined 38 per cent, 
and by the end of 1927 cotton was up 80 per cent to 22 
cents a pound. 

We have then a clue to what is going on in Latin 
America, and what may reasonably be expected to follow. 
Commodity prices are declining, as they have ever since the 
beginnings of modern capitalism, following every great war 

—the Napoleonic wars, the disturbances of 1848, 
our Civil War, and so on to the Great War of 
1914-1918. 
Those countries which are in the main 
(4 Hh dependent on the production and export 
TAS of crude commodities and foodstuffs, 
those constituting Latin 
America, will 
suffer materially 
more than indus 
trial nations such 
as the United 
States, or even 
such European 
nations as France, 
Germany and 
Great Britain, which 
have been showing 
either improvement 
or ability to hold 
previous gains. 

This situation is 
aggravated by the 
plentiful supplies of 
credit, partly in the 
form of advances, 

but even more in the form of bond issues, 

which have been pouring into Latin 

America in recent years. The slowing-up 

in this respect in the most recent past has 

of course been due to the high level of 

interest rates prevailing in this country 

and its deadening effect on the bond market and 

new bond issues. Certain countries, like Colom- 

h bia, Argentina and Brazil, have been particularly 

heavy borrowers, while others like Venezuela and Paraguay 

have borrowed little if at all, and still others which need 

not be mentioned have such poor credit status that it would 

take a venturesome investment banker to offer and recom- 
mend such issues to his clients. 

If any overborrowing exists, it would certainly not be 
fair to blame it one-sidedly on the greed of the borrower. 
Those who have been close to foreign investment affairs in 
recent years will agree that it is no exaggeration to say 
that at the height of the foreign loan “boom” of 1926-28 
representatives of American bankers actually sat on the 
doorsteps of borrowers in competitive endeavor to obtain 
new bond business for their principals. 


S such as 
— 


Coffee in Brazil 


A further aggravation of the difficulties which were 
bound to come with any decline in commodity prices re- 
sulted from the handling of the coffee ‘situation by Brazilian 
authorities. Without attempting to apportion praise or 
blame, any outsider must fully sympathize with the efforts 
of government to end the evils of the old days in the coffee 
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business, when the crop which had been hastily gathered 
and rushed to market at Rio or Santos was at the mercy of 
foreign buyers. . 

However, the fact is that Brazil, which for the past ten 
years has produced on the average 68 per cent of the 
world’s coffee crop, has persisted in trying to maintain 
the price of coffee in defiance of economic law, and now 
finds itself with a stock on hand of 20,000,000 bags, with 
an annual production within its own borders of about that 
amount, a production by other countries of 8,000,000 bags 
a year, which has been increasing rapidly, and a world con- 
sumption of 24,000,000 bags a year, which has been in- 
creasing since the war at the rate of only about 3 per cent 
ayear. The sharp break in coffee prices a few months ago, 
when the impossibility of the situation became evident, 
resembled closely the break in rubber in February, 1928, 
when Great Britain decided to abandon the Stevenson rub- 
ber restriction. act. 

Taking only the major commodities of Latin-American 
trade with the United States, we find that Latin America 
uses the proceeds of its coffee exports to us to pay for its 
imports of automobiles, tires, tubes, gasoline, lubricating 
oil and machinery. Similarly, its sugar exports to us pay 
for our sales to Latin America of other iron and steel 
products, raw and manufactured cotton, and chemicals, 
while their sales of petroleum and its products go to pay 
for their importations of wheat and other breadstuffs, lum- 
ber, and refined petroleum other than gasoline and lubri- 


cating oil. 
The Basic Difficulty 


This unorthodox way of putting certain basic facts of our 
export trade indicates how closely it is bound up with the 
prosperity of certain basic raw materials which, at the 
present time, are selling at low levels. A general discus- 
sion of the lagging prosperity of raw material producers as 
against producers of highly finished products is contained 
in THE MAGAZINE OF WALL STREET for November 5th, 
1927, and the general situation therein outlined has, if 
anything, turned even more to the disadvantage of the 


raw materials producer than was the case at that time. 

This, in the writer's belief, is the simple but basic reason 
for the business difficulties which confront various Latin- 
American countries at the present time. There is no reason 
to believe that these difficulties are insuperable, or that 
they will lead to further complications beyond slowing 
down, for the time being, the tempo of economic progress 
in certain countries where it had been speeded up by large 
credits or other artificial means too fast for the actual 
world situation. The fullest faith and confidence in the 
ultimate future of Latin America as evidenced by the re- 
cent sharp recovery in bond prices, seems justified by an 
analysis of the facts, but there is equally no use in disguising 
the truth that wide fluctuations from time to time must 
be expected in the prosperity of any area which is so largely 
dependent on the export trade in raw materials and food- 
stuffs in a period of declining prices. 


In Various Countries 


Taking up outstanding features in the economic situation 
of certain Latin-American countries, Argentina has been 
criticized in some quarters for reimposing an embargo on 
the exportation of gold in view of the fact that its gold 
coverage still constitutes 75 per cent of the amount of 
currency in circulation. On the other hand, gold holdings 
have declined from $455,664,000 on August 24th, 1927, 
when the Exchange office was reopened and the gold stand- 
ard became operative, to $419,643,000 at the end of last 
year, with a declining exchange, little prospect of further 
foreign loans in substantial amount, a shrinking trade bal- 
ance, and a small wheat crop. With an export trade of 
nearly a billion dollars in 1928, Argentina does a larger 
foreign trade business per capita than the United States 
(approximately 2! times), but it exports about 78! per 
cent food products, while the United States exports consist 
about 77.9 per cent of manufactured goods or materials 
used in manufacturing. As the cycle of low prices— 
greater demand, less supply—higher prices asserts itself, the 
Argentine situation may be expected to improve materially. 

(Please turn to page 808) 











American Participation in Latin-American Foreign Trade 
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Area in 
Country Population (sq. miles) Exports, 1928 Imports, 1928 to U. 8. from U. 8. 
Argentina ......e.eseeeseee 10,646,800 1,158,418 $992,898,000 $872,394,000 10.0% 20.5% 
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POPU 2... cccccccvcccccccocces 6,147,000 682,047 158,182,000 85,667,000 28.1 89.4 
QUBR .. .ccsceccccccsccccecs 8,680,000 44,164 278,643,000 212,357,000 76.5 60.7 
Colombia ......sccccccccees 7,508,000 495,522 118,340,000 122,695,000 81.1 46.8 
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Refinancing or Receivership? 


Unusual Dilemma of Fox Film 
Stockholders as Huge Enterprise 


Trembles in 


the Balance 


By ExtswortH HALDANE 


“Which is the right and the wrong? 
Sing it, oh, funeral song 
With a voice that is full of tears, 
And say that ‘twas broken faith 
Wrought all this ruin and scathe . . .” 
N the accusations and counter charges that have been 
| flung back and forth across the tangled financial status 

of the Fox Film Corporation, stockholders, in whose 
hands probably rests the final fate of all the vast Fox in- 
terests, may be excused if they find themselves in tune with 
the sentiments expressed above, slightly paraphrasing the 
original, which was written for an entirely different 
occasion. 

Reorganization or receivership—which shall it be? That 
William Fox has set himself definitely against the heaviest 
of the Fox creditors is certain. In calling in the new bank- 
ing syndicate to refinance Fox Film he has moved con- 
trary to the wishes of Halsey, Stuart & Co., representing 
the purchasers of $12,000,000 in Fox Film notes, and Elec- 
trical Research Products, Inc., subsidiary of the American 
Telephone & Telegraph Co., organized to take over the 
talking picture and other sound reproduction business 
of the Western Electric Co., which holds a $15,000,000 
claim. 

It must be admitted that two creditors, with aggregate 
claims of $27,000,000, are potent factors to be considered 
in any scheme of reorganiza- 


major part of its obligations of a pressing nature was in- 
curred in assisting Fox Theatre Corporation to secure its 
present large interest in Loew's, Inc., and in the purchase 
of the Gaumont theatre circuit in England. This latter 
deal, it now is reported, has fallen through after about 
$4,000,000 already has been expended. According to a 
letter of the directors to the stockholders these acquisitions 
were made only after consultation with Halsey, Stuart 8 
Co., the conclusion being that the latter are estopped, at 
least morally, from using the cost of these acquisitions as a 
basis for mismanagement charges, and for the purpose of 
urging the adoption of their plan instead of that of the 
other banking syndicate. 


Two Companies Involved 


To arrive at a correct understanding of the present 
troubles of Fox Film it must be understood that this cor- 
poration and Fox Theatres are entirely separate and distinct 
concerns although controlled by the same interests—in 
which William Fox always has been the commanding 
figure. 

Fox sprang from obscurity into great prominence in a 
period of about ten years. He was brought to this country 
when a child, by his parents who emigrated from Hun- 
gary. He obtained his education in the New York pub- 
lic schools and began work as a cloth sponger. Later he 

bought a little motion pic: 





ture theatre in Brooklyn and 





tion. Their rights cannot be 
contravened by the court, 
which now has under consid- 
eration the question of receiver- 
ship, even for the purpose of 
protecting stockholders. Fox 
Film directors already have 
approved the new reorganiza- 
tion plan for which Dillon, 
Read & Co., Lehman Bros. 
Co., and Bancamerica-Blair 
Corporation are to furnish 
the funds provided Class A 
stockholders approve the 
plan and the court also sanc- 
tions it. 

Fox Film faces over $45,- 
000,000 in obligations, matur- 
ing in less than sixty days, or 
by about the middle of April. 
It has heavy commitments to | 
meet during the year. Judg- 
ments of more than $7,000,- 
000 already have been ob- 
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still later acquired a larger 
15 one on Third Ave., New 
4 York. Little by little he added 

to his ownership until he had 
13 developed an_ organization 
which, in 1915, was incor: 
porated as the Fox Film Cor- 
poration. This has grown into 
one of the world’s largest en- 
terprises of its kind. Fox 
Theatres was not chartered 
until 1925. These two com- 
panies and their subsidiaries, 
if taken as a unit, are the 
largest in the motion picture 
and theatrical industry. It has 
been the dream of William 
Fox to make them one unified 
corporation, legally and in 
fact, instead of being merely 
closely associated organiza’ 
tions. It was in furtherance 
of this dream that Fox Film 
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Theatres, and from this has emanated a 
considerable part of the present financial 
troubles of the film corporation. One won- 
ders if, eventually, Mr. Fox will merit the 
sonorous sounding phrase of Victor Hugo, 
applied to a still great visionary: “Mighty 
somnambulist of a fallen dream.” 

In the cross operations of Film and the 
Theatre corporations and their final effect 
there is to be found an evidence of the 
danger of interlocking ownership of con- 
trolling stock. Had not William Fox con- 
trolled the Class B shares of each of the 
two corporations, and thus also controlled 
the directorates of both companies, Fox 
Theatres probably would not have received 
the benefit of Fox Film’s pledge of credit 
for $17,000,000 for funds to aid it in ac- 
quiring a large block of stock in Loew’s, 
Inc. The film corporation would not now 
have such heavy pressing obligations. In 
an affidavit filed in the receivership pro- 
ceedings in the Federal Court, Mr. Fox said 
the two largest creditors knew this would 
necessitate refinancing by Fox Film, and, 
logically, if they knew it, he also was cog- 
nizant of it. 


A Great Ambition P. & A. Photo 


No one can censure Mr. Fox for being 
ambitious. No one can justly blame him for wanting to be 
the greatest factor in the amusement world. He had built up 
a tremendous organization from nothing through the domi- 
nant force of his personality, and it is not to be wondered 
at that William Fox believed that he could weld his various 
properties into one single corporation of unquestioned lead- 


ership. Perhaps if it had not been for the crash in stocks 
last fall it would have been possible for him to have brought 
about his projected consolidation and have obtained the 
financing necessary without dragging the Fox Film Cor- 
poration into its present unenviable position. 

The trouble seems to have lain, not so much in the merger 
plans as in the over-extension of his companies, through the 
constant acquisition of other corporations and theatres. The 
Fox imagination was limitless. One of his projects in- 
volved the erection of a fifty-one story skyscraper on Broad- 
way; another was a plan for the building of an immense 
theatre in Boston, through the purchase of the Hotel 
Touraine site in that city, the project to require the expen- 
diture of about $10,000,000. In order to carry out his 
various plans Mr. Fox borrowed on securities in large 
blocks, obtaining loans on the basis of the market value 
of the securities before the break. 

Having been forced into equity receivership proceedings 
in the Federal Court, it became necessary for the film cor- 
poration to prevent, if possible, the actual appointment of 
a receiver. After there had been several continuances the 
plan of the new banking syndicate was placed before the 
court, having the approval of Class B stockholders and 
of the board of directors of the corporation. 


Plan of Refinancing 


Briefly this plan is as follows: 

Fox Film will issue $40,000,000 in ten year, 7 per cent 
sinking fund gold debentures, convertible in Class A com- 
mon stock, and bearing warrants entitling holders to pur- 
chase 25 shares of Class A stock for each $1,000 in deben- 
tures, price of stock to be determined by market conditions 
at the time issue is authorized, the price never to be less 
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William Fox 


than $20 the first three years, $25 for the 
next three, and $30 in the last four years. 

The corporation also will-create a pre- 
ferred stock issue of $25,000,000, to be 
7 per cent cumulative, convertible into 
Class A at a price to be determined in the 
light of market conditions at the time of 
authorization, but not less than $20 a share 
for the first five years and $25 thereafter. 

To fund its indebtedness of about $18,- 
000,000 and to pay- off the $15,000,000 
indebtedness to Electrical Research Prod- 
ucts, Inc.—which is guaranteed by Fox 
Film—the Fox Theatres Corporation will 
issue $40,000,000 in ten-year, 7 per cent 
convertible debentures, to be offered to 
stockholders of Fox Theatres and under- 
written by Fox Film for a cash commission 
of 9 per cent. 

It is needless to say that this financing 
is going to impose a heavy burden on Fox 
Film for the next ten years. But what plan 
is better? Or is receivership better than 
any plan at all? This is for the stock- 
holders soon to determine and for the court 
ultimately to sanction. 

Subsequent to the submission of this plan, 
the bankers agreed to modify it, if desired, 
so that if at any time before the debentures 
and preferred stock are issued, Fox Film 
may elect to pay the bankers in stock, as 
was originally specified, or Fox may give to the bankers and 
the syndicate a five-year option on 500,000 shares of 
Class A stock at $20 a share. 


Losing Control 


Until the issue of $12,000,000 in gold notes, financed 
by Halsey, Stuart & Co., Fox Film had been under the 
exclusive control of William Fox, through his ownership 
of a majority of the Class B stock which has the sole vot- 
ing power. However, on September 18th, 1929, the direc- 
tors submitted to stockholders a proposition to increase the 
board membership from 8 to 12, and to permit Class A 
stockholders to elect five directors. While this was a con- 
cession, it still left William Fox the control of the board 
and, logically, of the company’s policies. 

Chiefly as a consequence of the break in stocks, Mr. 
Fox, on December 5th, 1929, surrendered his control by 
placing his holdings in the hands of three trustees, consisting 
of himself, John Otterson, president of Electrical Research 
Products, Inc. and H. L. Stuart, of Halsey, Stuart & Co., 
the two last named representing, of course, American 
Telephone and Halsey Stuart & Co., creditors in the aggre- 
gate to the amount of $27,000,000. The course of this 
trusteeship has apparently been far from amicable. It 
was charged that the co-trustees violated their contract by 
demanding the resignation of Vice-President Leo of Fox 
Film and subsequently endeavored to supplant Fox himself. 

Nevertheless the trusteeship still persists and will until 
the new trustees are chosen, if and when the proposed 
new financing plan becomes effective. 

In the uncertain state that has existed it was natural that 
the Class A stock, which is the only issue in which the gen- 
eral public is interested, and which is actively traded in on 
the New York Stock Exchange, should have been adversely 
affected in price. From a high of 105% in September, 
1929, the Class A stock declined to a low of 16% this year 
on the first authentic information that a receiver would be 
asked for. Subsequently the stock recovered considerably 

(Please turn to page 824) 
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Will American Rails Split 


Their Shares? 


Recent Action of Canadian Pacific Suggests Domestic Roads May Do 
Likewise — Potential Share Splitters Offer Investment Opportunity 


HE splitting up of shares of cor- 
porations and financial institu- 
tions that became such a frequent 

occurrence — almost daily at times — 
during the big boom in the stock mar- 
ket last year, but which came practi- 
cally, if not actually, to a standstill 
with the crash that followed, has 
started again. 

Such developments offer considerable 
encouragement for the long range view 
of the market and business, for split- 
ups are never contemplated when the 
outlook is unfavorable. The revival of 
the practice would indicate that since 
the dark days of last Fall, we have trav- 
elled some distance on the road toward 
better business, larger earnings and 
higher prices for securities. 

We have some distance yet to go to 
reach the high levels in all these re- 
spects that prevailed while the boom in 
everything—including sentiment—was 
on. But the significant fact to be borne 
in mind now is that directors, officials 
and their bankers evidently believe that 
sufficient improvement has taken place, 
and that the outlook is sufficiently 
good, to justify split-ups in numerous 
industries. 

However, in this article we propose 
to confine ourselves to the probable 
split-up of shares of American rail- 
roads that have sold at high prices 
for some years; whose properties and 
finances are in exceptionally strong 
shape; whose earnings are generally 
well above those of competitors less 
favorably situated, and which have 
huge profit and loss and corporate sur- 
pluses. 

What we will talk about 
was suggested largely by the 
decision of Canadian Pacific 
Railway directors recently to 


By Pierce H. Futton 


split the common stock of that com- 
pany on a 4 to 1 basis. Look at your 
records and you will find that the 
high quotation last year for that prime 
investment as well as speculative issue 
was 265%. The low was 185. Re- 
cently it has sold as high as 22634, a 
gain of almost 42 points from the low 
mark of 1929. 


A Significant Step 


In view of the wheat situation in 
Canada this Canadian Pacific proposal 
should be regarded as particularly im- 
portant and significant. It may be 
safely assumed that E. W. Beatty, far- 
sighted young chairman and president 
of that great railroad, would never have 
dreamed of recommending the split-up 
when the stock market slump was on 
and the stock of his company was sell- 
ing around 185, or 80 points below 
the high level of last year. 

At that time both gross and net earn- 
ings of Canadian Pacific were falling 
off heavily and rapidly, because of the 
extent to which the wheat crop in the 
Canadian Northwest had been hit by 
the drought earlier in the season. 

Now, however, with the stock hav- 
ing sold above 226, and in spite of a 
decrease of several million dollars in 
gross earnings during the last three 
months of 1929, he has recommended 
the split-up and it has been approved 
by his directors. 

That man, who is at the head of not 
only one of the greatest railroads on 
the Western Continent, but also one 
of the largest steamship systems, one of 

the largest financial institu- 
tions and one of the most im- 
portant and powerful of de- 
velopment enterprises, knows 


that wheat will grow again on a large 
scale in western Canada, that immi- 
gration will increase, and that the 
country will develop and become still 
richer. 

In short, Mr. Beatty is looking well 
to the future and not to the materially 
reduced wheat crop of a single season, 
losses in railroad earnings for a few 
months and a large surplus of wheat 
still in the hands of Canadian farmers 
and in the elevators along the lines of 
the Canadian Pacific. 

Remember, he believes in coming 
prosperity for Canada and wants the 
people of that Dominion to lay away 
a nest egg by being able to buy a few 
shares each of Canadian Pacific com: 
mon at the relatively low price of be- 
tween $50 and $60 instead of above 
$265. 


Price Stimulant 


It should be noted in passing, and 
particularly in considering the effect 
upon American railroad stocks that 
may be split, that on the day the Can: 
agian Pacific announcement was made, 
the common stock of that company 
jumped about 19 points. Part of this 
big gain was made before the news was 
out and a part afterward. The ad- 
vance in each respect, particularly in 
view of the big upturn in the days and 
weeks immediately preceding was strik- 
ing. It may be regarded as even more 
significant that the stock went still 
higher for several days following the 
announcement. 

There should be equally good mar: 
ket opportunities in at least a dozen 
American railroad stocks if splitting up 
of the shares is taken up seriously. 

There have been several general rea’ 


eee — a 


THE MAGAZINE OF WALL STREET 











Union Pacific 


Illinois Central 


sons why the splitting-up of shares has 
been indulged in by such a large num- 
ber of corporations and financial insti- 
tutions, and likewise become so popu- 
lar. Mr. Beatty, in making the an- 
nouncement for his company, however, 
gave the principal reason that applies 
in every case. He said that “this ac- 
tion of directors has been dictated by 
a desire to place the company’s shares 
within the reach of investors of mod- 
erate means and thus to increase the 
number of its shareholders, particu- 
larly in Canada. 

Here are the latest official figures— 
received a few days ago—as to how 
Canadian Pacific common stock is now 
held. There are approximately 18,000 
holders in Canada, including about 
6,000 officers and employes. They 
hold 18% of the total comimon. 

In the United States there are rough- 
ly 11,000, an increase of 3,500 in the 
last two years. About 33% of the 
stock is held in the United States com- 
pared with 26% two years ago. 

Great Britain ranks first, as it has 
19,300 holders, who own 43% of the 
stock. Two years ago the latter was 
6% higher and the former 2,400 larger. 

Approximately 4,000 holders in 
France, Germany and other countries 
hold about 6% of the stock, in which 
figures there has been no material 
change for some years. 


A Potential Melon 


Although the Canadian Pacific presi- 
dent added that “no change in the divi- 
dend distribution is anticipated, that 
on the new stock, when issued, being 
equivalent to the rate on the present 
stock,” it is more than likely that those 
who buy the new shares, and likewise 
those who keep their present old shares 
and exchange them for the new, will 
be given the right, during the present 
year, to subscribe to additional stock 
on favorable terms, which will mate- 
tially add to the total income on their 
investment for the year. Since 1902 


Canadian Pacific has made nine offer- 
ings of common stock to the holders 
of that issue, the “rights” on which 
have ranged in value from 3% to 19. 

And now don’t forget, if you are 
a bit timid about your present holdings 
of the shares of some of the strongest 
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American railroads, or if you are a 
prospective investor in them, that the 
opportunities for the steam railroads 
in the United States are as great as for 
those in Canada. Moreover, the ofh- 
cials and directors of our great rail- 
road systems are no less courageous 
and far-seeing than their Canadian 
brothers. If they were not, and had 
not been, we would not have these 
splendid systems, in a highly satisfac- 
tory position physically and financially, 
of which we may be so justly proud. 
Before going further attention should 
be drawn to the fact that a second rea- 
son for splitting shares is to make it 
easier to pay larger cash dividends. 
The Canadian Pacific now pays $10 a 
share on its junior issue. To increase 
that rate might look like going too far, 
but to raise a quarterly disbursement 
of 62% cents a share would not at- 
tract special attention. pea 


American Candidates 


Let us take a glance at a few of the 
leading railroads of the United States, 
whose common shares are most likely 
to be split when such action becomes 
at all general among the railroads. Im- 
portant people in Wall Street have 
been asking their friends when the 
Union Pacific directors would vote to 
split the common stock of that great 
system on a 4 for 1 basis. So far it 
has not been possible to learn, still the 
action is expected. 

That issue last year sold as high as 
297%. The top figure so far this year 
is 23714. Even the latter is a high price 
for a railroad stock. The smallest in- 
vestors cannot buy even one share. 
Railway officials and directors realize 
the importance of having the stock of 
their companies widely distributed 
among small investors—the people who 
keep what they buy. 

Union Pacific pays $10 a share on 
its junior issue. If it were to raise 
that rate probably one or more of the 
senators who led the opposition to the 
confirmation of Charles E. Hughes as 
Chief Justice of the United States Su- 
preme Court would cry out that some: 
body was being robbed, and 
that there should be an investiga- 
tion. 


Really, the only way that a 
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railroad whose common stocks sells 
much above $200 a share can bring it 
within reach of thousands of small in- 
vestors is to reduce the par value and 
split the shares. This is the only way 
that dividends, larger than 10% a year, 
can be safely declared and paid. 

Union Pacific, on December 31st, 
1928, had a profit and loss surplus of 
nearly $235,000,000. The amount was 
materially increased in 1929. Before 
long the figure will be $250,000,000— 
a quarter of a billion. This in itself 
is a target for the Borahs, Norrises and 
Bleases. 

If Union Pacific were to split its 
common stock on a 4 for 1 basis it 
would be in a better position to divide 
up at least a part of this big surplus. 
Union Pacific owns thousands of shares 
of New York Central, Chicago & 
North Western and other railroad 
stocks. Wéith the market price of the 
present common cut in quarters, it 
would be easier also to make a distri- 
bution of at least a part of these hold- 
ings to the owners of its own junior 
issue to whom in reality they belong: 


New York Central 


There have been definite indications 
that New York Central directors are 
planning to split the stock of that com- 
pany. That body of men is known for 
its conservatism but the Street believes 
that the action of the stock in the mar- 
ket recently has foreshadowed splitting 
of shares or some other equally im- 
portant announcement. A prominent 
Stock Exchange house recently stated 
that the former action would be taken 
soon. It is in the air. 

In the boom period of last year 
New York Central reached 256). 
The top to date this year has been 
19234. It is getting close to 200 again, 
a price prohibitive to the small in- 
vestor. 

The dividend now is 8% a year. It 
may be doubted that New York Cen- 
tral directors would like to raise it to 
10%. That figure would sound high. 
To increase a quarterly disbursement 
of only 50 cents a share would seem 
altogether logical. 

New York Central is in a 
particularly strong position 

(Please turn to page 792) 
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Domestic and Overseas Diversification 
in Utility Investment 





Extensive British Properties Acquired Last Year 
Offer Excellent Opportunity for Development 


By Francis C. FuLterton 


HE operation of the domestic public utility properties 
has been a field of almost unexcelled opportunities 
during the last decade, but the recognition that simi- 

lar or even greater opportunities exist in the development 
of utility properties in foreign countries has led American 
enterprise to make heavy investments in this direction. De- 
velopment of the power resources of this country has pro- 
ceeded to a much greater extent than in most foreign coun- 
tries, so that it is but natural that the technique and meth- 
ods evolved here might be applied to great advantage 
abroad. An adequate supply of cheap power is an im- 
portant factor in the economic upbuilding of a country. 

Even in the more industrialized of the European coun- 
tries, the development of electricity has been slower than 
here, although in recent years this too has proceeded at an 
accelerated pace. As against a per capita consumption of 
electricity in the United States of approximately 627 kwh. 
per annum, Germany consumes about 250 kwh., Great 
Britain only 155 kwh., and in most other countries it is 
still less, Roughly, the great disparity between the con- 
sumption of power in the United States and in foreign 
countries is indicative of the possibilities of the electric 
power and light industries in these countries. This does 
not, of course, mean that the peak of development has been 
reached in the United States, because as a matter of fact 
the trend of our power production continues steadily 
upward. 


Last year the Utilities Power & Light Corp., one of the 
major utility holding companies in the United States, em- 
barked on a large scale acquisition of electric power and light 
properties in Great Britain. By this move, Utilities Power 
& Light Corp. has not only diversified its income to include 
foreign as well as domestic sources, but has entered terri- 
tory which gives exceptional promise for profitable devel- 
opment, because of the strategic location of the newly ac: 
quired properties. The acquisition of the British proper 
ties, namely, the Greater London & Counties Trust, Ltd, 
through control of the entire issue of ordinary shares, has 
undoubtedly been the most important step in the system's 
expansion program. As now constituted, approximately 
23% of the consolidated gross and 32% of the total net 
income is derived from the English properties. Electric 
service is furnished without competition under Acts of 
Parliament to three large areas adjoining the City of Lon 
don and all told to 95 cities and towns in England and 
Scotland with a total population estimated at 3,250,000. 
Although the territory includes large manufacturing cen- 
ters, electric development in the past has been somewhat 
retarded, but is now making be headway. In fact, the 
use of electricity in the cities served by the subsidiaries of 
the British company is increasing at twice the rate of cor’ 
responding American cities. The management, moreover, 
has announced that it will spend more than $50,000,000 
in the next five years in the improvement of these proper’ 








Growth of Utilities Power & Light System 





1926 1927 1928 





$16,894,283 $29,180,145 





Net after Exp,, Int., Depr., ete 
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ties, an amount almost twice the figure at which the British 
holding company carried its plant and property on De- 
cember 31st, 1928. 

Utilities Power & Light Corp was organized in 1915 
as a holding company and up until the acquisition of the 
British properties last year confined its operations almost 
entirely to the United States. Since 1925, expansion has 
been particularly rapid and at present the system comprises 
eight major subsidiaries in this country. The domestic 
properties are rather widely scattered, bearing little or no 
physical relationship to each other. In view of the man- 
agement’s policy of rapid expansion, the primary considera- 
tion is the acquisition of desirable properties and laying the 
groundwork for their more efficient management and opera- 
tion, which takes precedence over the important but less 
urgent question of creating a compact organization out of 
diverse elements. The geographical diversification that 












with electricity, and in Connecticut three manufacturing 
towns are served with both electricity and gas and a fourth 
town only with gas. Utilities Power & Light Corp. also 
owns 60% of the common stock of the Central States 
Utilities Corp., a system of moderate scope but extensive 
area, with properties in Alabama, Arkansas, Missouri, 
North Dakota, and New Brunswick, Canada. 


Formation of Power and Gas “Pools” 


Although the properties of the Utilities Power & Light 
Corp. are somewhat scattered, the organization of power 
and gas pools, with other large systems in its territories, 
overcomes to a great extent the apparent disadvantage of 
this fact. Last year, for instance, in the territory extending 
from St. Louis to Pittsburgh and north of the Ohio River, 


an affiliation was reported formed by the Utilities Power 
; & Light, Columbia 


results therefrom 
does, however, of- 
fer tangible advan- 
tages to the in- 
vestor through 
greater stability of 
income. 

Various types of 
utility services are 
furnished by the 
domestic proper- 
ties to over 832 
cities and towns 
located in 18 states 
and in New Bruns- 
wick, Can., with a 
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Gas and Electric, 
Standard Gas & 
Electric, and Am- 
erican Gas & Elec: 
tric to pool their 
gas and power 
output. One of 
the chief pur- 
poses of this pool 
would be the for- 
mation of a super- 
gas area here 
which will utilize 
not only the manu- 
factured gas facili- 
ties in the territory 
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ices provided are 
electric light and 
power, gas, steam, 
heat, water, and 
electric railway 
and motor coach 
transportation. 
Electricity and gas, 
however, are the chief services furnished, the number 
of customers receiving one or both being over 521,000. 
In fact, the most recent earnings statement shows 
that more than 95% of the total revenues were derived 
from these two sources. Of the various forms of utility 
services, electricity and gas are the ones showing the great- 
est and most consistent yearly growth. 


Widely Diversified Territory 


The more important of the cities served by the system 
include St. Louis and Indianapolis. The former is served 
with gas and in part with electricity for light and power, 
while Indianapolis is served only with electricity. Inter- 
state Power Co., one of the oldest subsidiaries of the 
system, serves 366 cities and communities chiefly with elec- 
tricity, in the states of Minnesota, Iowa, North Dakota, 
South Dakota, Oklahoma, Wisconsin, Nebraska and 
Illinois. Physical interconnection of many of these prop- 
erties permits a more efficient operation of steam electric 
— and a more complete utilization of hydro-electric 
Plants. 

Two areas in New Jersey are served, the one a rapidly 
growing resort section along the Atlantic Coast, and the 
other a combined residential and manufacturing area in the 
central part of the state. In New England, Newport and 
three other communities in Rhode Island are furnished 


for MARCH 8, 1930 





\ 
\ 








CAROLINE 






brought up from 
the Southwest. 
Large amounts 
have been ex- 
pended by the sys- 
tem in the past 
years to improve 
and increase its facilities for 
the purpose of rendering better 
service at lower cost and to 
anticipate the increase in de- 
mand. During 1930, approxi- 
mately $30,000,000 will be 
spent for new development. Among the more prominent 
projects are included a 160,000 kilowatt super-power plant 
on the White River near Indianapolis, the completion of an- 
other of similar size on the Raritan River near Sayreville, 
N. J., and the construction in St. Louis of a 10,000,000 
cubic feet gas holder. Lines, operating equipment and serv- 
ice will be extended and improved throughout the prop- 
erties. 
Earnings of the system have expanded remarkably in line 
with the large acquisitions in recent years. Total gross 
revenues which were $7,630,875 in 1925 grew to $53,194,- 
293 in the year ended September 30th, 1929, an increase 
of almost 700%, while net earnings applicable to the hold- 
ing company securities increased from $1,961,407 in the 
earlier period to $13,860,911 a gain of slightly over 700%. 
A more detailed analysis shows that gross operating reve- 
nues from utility properties for the twelve months’ period 
ended September 30, 1929, were $48,657,573 of which 
72.1% was derived from electricity, 18.9% from manufac- 
tured gas, 4.8% from natural gas, 1.5% from transporta- 
(Please turn to page 794) 
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Current Opportunities in 
Convertible Bonds 


Good Yield Combined with Attractive Con- 
version Features Holding Promise of Profit 


By Warp GATES 





$100 or less for a 





HE action of 
the bond mar- 
ket especially 
since the break in 


Five Attractive Convertible Bonds 


period of five years 
during which the 
holder receives in- 





the stock market in 
October last year is 


Conversion Present 
Price of Price of 
Stock Stock 


Approximate Call 
Price Yield* Price 


terest at the rate of 
5.8% if purchased 
at the current price 





being carefully ob- 


served to ascertain Sys, 1 


American International Cerporation 


5.85 110 


80 42 


of 95. 





the nature of cur- e%e. err 


Associated Gas & Electric 


105 


135 (1) 


The company has 
large investments in 





rent and future se- 
curity buying of the 


105(’36) 120(2) 


Ulen & Co., but the 





investment _ public. 


4%s, 


International Telephone & Telegraph 
19389 118 


108% 


67 68 


bulk of the invest- 
ments are in a well 





A swing to ultra- 
conservatism will Bs, 1944 


Texas Corporation 


102 


70 51 


diversified list of se- 





curities of promi- 





create a demand for 
securities which are 
well secured with 
respect to both 














(1) These bonds convertible into units ef 2 shares class A and 1 share common. 
About $6,000,000 bonds outstanding, $1.000.000 convertible at $135 per unit, re- nent 
mainder at $140 per unit. (%) Beginning February 1, 1931. * Current yield. 


corporations. 
The portfolio as of 
the end of 1929 











consisted of 10.1% 





property and earn- 
ings, and there- 
fore will usually take the form of first 
mortgage bonds. But that this is so 
is not at all certain as it is very likely 
that the newly developed popular taste 
for common stock investing which was 
stressed so much prior to the crash in 
the stock market has left its mark. 

Somewhat subdued by the furore of 
the decline, it is apparent from the ac- 
tivity in the bond market that invest- 
ors nevertheless have developed a lean- 
ing toward securities which incorporate 
the definiteness of bond income with 
the speculative flavor and appreciation 
possibilities of the common stock. In 
other words, convertible bonds, or 
bonds with warrants attached to buy 
common stock of rhe company, will be 
favorable financing mediums for the 
period immediately ahead, followed 
later possibly by a revival on a large 
scale of common stock financing. The 
growing favor of equity securities as 
investments is a logical development in 
this country and follows the experi- 
ence of European creditor countries 
who have been through a similar proc- 
ess years ago. 

The five bonds analyzed herewith all 
have attractive conversion features, and 
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as a list, offer diversification in five 
different industries, namely, investment 
trust, electric and gas utility, railroad, 
telephone and the oil industry. 


The American 
International 
Corp., although 
organized about 
fifteen years ago for the purpose chiefly 
of participating in foreign trade opera- 
tions, has since 1922 become more and 
more an investment corporation and is 
now regarded as an investment trust of 
the management type. Last year, $25,- 
000,000 twenty-year 5!4% debentures 
were issued convertible into common 
stock at $80 a share in 1930, at $90 in 
1931 and 1932, and at $100 during the 
following two years. The common 
stock is currently selling for about 44 
on the New York Stock Exchange, in- 
dicating that the conversion privilege is 
not of great consequence at the mo- 
ment. Last year, however, the stock 
sold as high as 9634 showing what -ef- 
fect a bull market can have. The bond 
constitutes an option on the stock at 


American 
Internat’l 54s 


* notes and bonds, 
8.8% preferred stocks, 12.8% bank 
stocks, 68.3% common stocks. Classi- 
fied another way, assets were distribu- 
ted as follows: cash, call loans and re- 
ceivables 11.7%, industrials 39.4%, 
rails 18.4%, public utilities 14.9%, 
bank stocks 11.1%, oils 3%, foreign 
securities 1.5%. 

In the past the company has realized 
large profits from trading of securities. 
Earnings in 1929 were $9,039,033, 
equal to $8.86 per common share, 
against $3,060,839 or $3.12 the year 
before. The common stock carries a 
dividend of $2 in cash and 4% in 
stock per annum. 


The Associated Gas 
& Electric Conv. De- 
benture 5s due 
1977 are a call for 
three years, specifically to February 1st, 
1933, on the Class “A” and on the 
common stock in units consisting of 
two shares of the former and one share 
of the latter. These bonds were origi- 
nally offered in 1927 in the amount of 
$40,000,000, but only approximately 


Assoc. Gas 


& El. 54s 
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$6,000,000 are currently outstanding, 
the remainder having already been 
converted. The present conversion 
ratio is $135 per unit which is effective 
for part of the bonds, while the last 
remaining $5,000,000 are convertible 
at $140 per unit. 

The bonds are listed on the New 
York Curb Exchange obtainable cur- 
rently at about 100 to yield approxi- 
mately 5.50%. In view of the prox- 
imity of the market price of the unit to 
the conversion ratio, an advance in the 
Class “A” and common stocks from 
present levels should have immediate 
effect on the price of the bond. At 
the same time, the current price of the 
bond may be considered as fairly close 
to its investment value as a straight 
bond. 

Associated Gas & Electric Co. is one 
of the major public utility systems oper- 
ating in territory which is diversified to 
an exceptional degree both geograph- 
ically and as to type of industrial ac- 
tivity. Service is provided to over 
1,250,000 customers in more than 
2,300 communities located mainly in 
the eastern part of the country. Gross 
earnings of the system are in excess of 
$100,000,000 yearly. Interest and un- 
derlying charges are earned more than 
14 times after operating expenses, 
taxes and depreciation. 


Baltimore & Ohio 
Convertible 4!/s 
due 1960 are a 
new issue offered 
in January of this year to the preferred 
and common __ stockholdéés: -in:- the 
amount of 20% of their holdings at 
95. Beginning with February Ist, 
1931, to February. Ist, 1936, the 
bonds will be a call on the com- 
mon stock of the company at $120 
a share, thereafter to February Ist, 
1941, at $125, and thereafter to Feb- 
tuary Ist, 1946, at $130 per share. 
Provision will be made for adjustment 
of the conversion price if additional 
stock is issued before complete con- 
version of the bonds occurs. 

The bond is not callable before Feb- 
ruary Ist, 1936, from which date to 
February Ist, 1955, the issue is re- 
deemable as a whole at 105, thereafter 
at par plus a premium of 14% for each 
six months’ period between the redemp- 
tion date and date of maturity. The 
bonds will be listed on the New York 
Stock Exchange, but at present are 
traded in on the Curb Market, cur- 
rently selling for about par. 

Baltimore & Ohio is one of the stra- 
tegically- located trunk lines and has 
the shortest route between the Atlantic 
Seaboard and Chicago and St. Louis. 


(Please turn to page 814) 
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Bond Buyers’ Guide 


Note.—The following list of bonds has been arranged solely on the 


basis of current yields to maturity. The position of any issue is not 
Readers 


should observe a proper diversification of commitments in making their 


intended as an indication of its relative investment merit. 


selections from this list. 


Prior 
Liens 


Interest 
Times 
Earned 
on All 
Funded 


(Millions) Debt 


Panama 5%s, 1958.............0000° (a) 
Norway 40-vr. ext. 5%s, '@6.........-. 
Dominican 5%s, 1942..........ce000> e. cees 
Haiti 68, 1968.......cccccccccceceece QB) swans 
Railroads 

Atchinson, Top. & 8. F. Conv. 4s, 1955.. 267.4 5.51 
Pennsylvania 63, 1964.........ccesceees cose 8.25 
Tilinois Central 4%s, 1966...........6. 1.75 
Central Paeifie Guar. 5s, 1960........ 1S Maes 2.25 
Southern Railway Dev. & Gen. 6s, 1956 133.8 2.48 
Great Northern Gen. A 7s, 1986...... (b) 180.8 2.36 
Missouri Paeific Ist & Ref. 5s, 1977 (a) 125.2 1.28 
“= eee Frisco Terminal Ist 4%s, 

Bir ee oe PACE ae eae x 
x ,. Chic. & St. L. Ref. 5%s, 1974 (a) 59.6 2.12 
Central of Georgia Ref. 5's, 1959...... 31.1 1.56 
Western Pacifie Ist 5s, 1946........ ey wtine 1.27 
Chic. & W. Indiana Ist Ref. 5%s, 1962 49.9 1.50 
Wabash Ref. & Gen. 5%s, 1975...... (a) 62.4 1.75 
Nor's Paecifie Ref. & Impr. 6s 2047.(a) 166.7 2.43 
Oarolina. Clinehfield & Ohio Ist & Cons. 

8 ARSE (b) 18.9 x 
Balt. & Ohio Ref. & Gen. 6s, 1995..(a) 284.2 2.05 
Mian., St. Paul & 8. 8. M, Ist 4s, 1998 slats 1.59 
UE, aes. Obs SEE LOR). TOUR, coer cccncedeee 2.78 


Public Utilities 


Pacifie Gas & Elee. Gen. Ref. 5s, 1948 94.36 1.92 
Indiana Natural Gas & Oil Ref. 5s, 1966 .... 2.62 
Consel. Gas of N. Y. Deb. 5\%s, 1945 (a) 5.40 
Columbia Gas & Elec. Deb. 5s, 1952.. gees 5.15 
Montana Power Deb. 5s, 1962........ (a 2) 3.47 2.67 
Detroit Edison Ist & Ref. 6s, 3. -(b) 14.0 3.27 
Utah Pewer & Light Ist 5s, 1944...... en 2.90 
Hudson & Manh'n Ist Ref. 5s, 1957 (b) 5.9 2.63 
Postal Tel. & Cable Co. Tr. 5s, 1953.. 0.6 1.99 
Amer. W. Wks. & BI. Deb. 68, 1975 (a) 12.7 1.48 
Northern Ohio Tr. & Lt, Geal. & cme? 

BOE, OS? kins cincces esses chen wes 8.4 2.20 
Beatle Electric—Seattle Everett Ist bs, on 
phil. Rap. Trans. 6s, 1962.......... (es) 10.6 1,31 

Industrials 
Youngstown Sh, & Tube Ist 5s, 1978 (a) 3.74 
Gulf Oil Deb. 5s, 1947..........05- (e 4.59 
Allis Chalmers Deb. 5s, 1987........ (a) 4.61 
International Mateh Deb. 5s, 1947...(a) .... 67.08 
National Dairy Prod. Deb. 5%s, °48 (a) 3.10 6.99 
Amer. Cyanamid Deb. 5s, 1942........- eee 9.52 
Chile Copper Deb. 5s, 1947.......... (a) 5.69 
Sinclair Pipe Line 5s, 1942.........- (a) 3.68 
B. F. Goodrieh Ist 6%s, 1947........ Cen. cas 2.61 
U. 8, Rubber Ist & Ref. 5s, 1947...(b) 2.6 1.70 
Short Terms 
uae Oil & Ref. Deb. 5%s, '32..(b) 8.05 
N. Y¥., Chic. & St. Louis 2nd & Impr. 
6s, May 1. 1981.......cccceccsees (a) 17.3 a 


Amer. Cotton Oil 58, May 1, 1931...... 


Call 

Price 
1024%2GT 
100F 
101G 
100 


105A 


1074%4T 
1074,4G 


eeeee 


102%A 


102 
105 


Convertible Bonds 


Atch.. Top. & 8. F. Deb. 4%s, °48..Com.@166.6 
Inter’ Tel. & Tel. Deb. 4%s, '89.. —_ ores 
. M. HK. & Hart. @s, '48...... Com.@100 
Chesapeake Corp. Col. Tr. 58, '47..C&0@196 
Amer, Inter’l Corp. Deb, 5448, '49.. Com.@80 


102 
102% 


160 
105 


Price 


100 


102 


101% 
99% 


136 
119 
128 
100% 
94 


S2 

5.4 
5.7 
6.0 


PPAR AAAMTIR AARP RE 
Daag@e Gwar dDeHO COHOmOoOnaadar 


2A 2 gaan anan we 
Qr SF QVHHQOONSSD 


PRA AR AG rh 
@SmBmwwBoKrowsg 


7 co 0 
So 3000 


Current Yield 


n- 0 
come Maturity 


5.4 
5.4 
6.0 
6.1 


PAAR MAMA TOR Pp 
TAR BWHDHDDKH SO CHORD DDH 


PRP AAAAAM ITP pw 
a FSF QUuwnnoooe2n 


DAMA Te em 
POC PPOODWOUVS 


5.0 
6.0 


All Bonds are in $1,000 denominatiens only, except (a) lowest denomination $500, 


(b) $100. 

A—Callable as a whole only. 
until 1980 or later. 
Curb. (da) Available over-the-counter. 


X—Guaranteed by proprietary companies. 
F—Not callable until June 1, 1935. 


T—Callable at gradually, lower prices. 


G—Not callable 
(c) Listed on New York 
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LIGGETT & MYERS TOBACCO 








Steadily Mounting Cigarette Sales 
Contribute to Strength of Giant 
Tobacco Manufacturer 


Enviable Financial Position and Earnings Record 


NDUSTRY and finance created a 
host of new records last year, many 
of which will doubtlessly stand for 

some time to come—milestones in a 
period of unprecedented activity in 
this country—and one of the most im- 
pressive of these records was that es- 
tablished by the tobacco industry in 
the production of cigarettes. For the 
ninth consecutive year cigarette output 
reached a new high level, totalling 
119,038,841,560, or nearly 1,000 
cigarettes per capita. The average in- 
crease amounted to over one billion 
cigarettes monthly and the net gain 
for the full year over 1928 was nearly 
13%. According to the report of the 
Treasury Department, total internal 
revenue receipts from cigarette manu- 


facturers in 1929 amounted to $357,-° 


205,753, an increase of nearly 40 mil- 
lion dollars over the previous year, and 
comprised about 80% of the total re- 
ceipts from all tobacco manufacturers. 
Thus, the tobacco industry is second 
only to income taxes as a source of 
Government revenue. 


Cigaretie Manufacture 


The lowly and once despised ciga- 
rette has been the life-blood of the 
tobacco industry, more than offsetting 
the tendency shown in the other 
branches where consumption has either 
fallen off or failed to register any ma- 
terial increase. The crigin of the popu- 
lar favor accorded cigarettes is found 
in their convenience and low cost, and 
in recent years consumption has been - 
given a powerful impetus by the steadily 

wing ranks of women smokers. Not 
only has this latter manifestation made 
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By Mortmer A. JuRGENS 


itself felt in production statistics but it 
has resulted in substantially increasing 
the channels of retail distribution. 
Even in this era of scrambled merchan- 
dising which has so changed the wares 
on the shelves of many shopkeepers as 
to make them almost unrecognizable 
by the old-time merchant, the popular 
brands of cigarettes probably achieve 
the distinction of being purchasable in 
more places not primarily engaged in re- 
tailing tobacco products than any other 
article or commodity. Grocery and 
drug chains, delicatessen, candy and 
department stores all handle cigarettes 
and recently the four leading brands 
of cigarettes were the bone of conten- 
tion in a temporary but spirited price 
war between two leading department 
eer in New York af These same 

rands were responsible for precipitat- 
ing an untimely and disastrous price 
war involving a three-cornered fight 
between the two leading retail dis- 
tributors of tobacco products, the 


Cigarette Rolling Machine 


largest grovery chain and the foremost 
operator of chain drug stores. The 
public and the cigarette manufacturers 
have been the beneficiaries while the 
participants have lost money on their 
cigarette business. 

The same factors which have moti- 
vated the demand for cigarettes have 
imparted an unusual degree of stability 
to their manufacture. Cigarette 
smoking is a habit inexpensively grati- 
fied and as a consequence the earnings 
of those companies producing the most 
popular brands have been practically 
immune from the effects of business 
depression in other industries. This is 
a salient feature which may well be 
emphasized with relation to the invest- 
ment qualities of representative tobacco 
company securities. 


Concentration 


In spite of the prodigious growth in 
the consumption of cigarettes, their 
manufacture is almost entirely concen- 
trated in four companies which, ac- 
cording to some estimates, account for 
as much as 90% of the total cigarette 
sales in this country. This unusual ex- 
ample of industrial compactness has 
been developed largely by the success 
of these four particular companies in 
early capitalizing the demand for a 
short and convenient smoke, which was 
accelerated by the war. Huge sums 
have been spent by these companies for 
advertising and the rapid increase in 
the number of women smokers has been 
largely due to the psychological effects 
of advertising campaigns designed to 
make cigarette smoking a_ fashionable 
gesture. 
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The subject of this analysis, the Lig- 
get & Myers Tobacco Co., occupies a 
prominent position in the tobacco in- 
dustry and is one of the “Big Four” 
producers of popular-priced cigarettes. 
The company was organized in 1911, 
shortly after the dissolution of the old 
American Tobacco (o. by court order, 
and since its inception has been one of 
the most active units in practically 
every phase of the industry. Its three 
brands of cigarettes — Chesterfield, 
Piedmont and Fatima—are among the 
six leading brands in the country and 
while Chesterfields undoubtedly yield 
the largest returns the combined sales 
of the other two brands also make im- 
portant contributions to earnings. In 
addition to cigarettes, the company 
also produces various other tobacco 
products including Velvet, Duke's 
Mixture and Granger Rough 
Cut smoking tobaccos, Star 
plug tobacco and Recruit little 
cigars. The importance of 
these products, although sec- 
ondary to cigarettes, is not to 
be overlooked for they provide 
a desirable backlog of diversifi- 
cation and doubtlessly justify 
their inclusion in the com- 
pany’s output. 


Y 
4 
< 
4 
2 
° 
a 
z 
w 
3 
” 
wu 
rs) 
a 
a 


8 
6 
4 
2 


Healthy Competition 


The development of the 
market for low priced ciga- 
rettes of domestic blend to the 
practical exclusion of other 
types has been accompanied 
by competition of the most 
intensive sort. With one ex- 
ception, however, competition 
has been ethical and devoid of 
undermining tactics. The ex- 
ception occurred in 1928 when 
wholesale prices of four popu- 
lar brands were reduced. This 
reduction, however, was com- 
paratively short lived and the former 
price of $6.40 per thousand was re- 
stored last October. In spite of the 
fact that the latter move did not ma- 
terialize until late in the year, Liggett 
& Myers issued one of the most satis- 
factory earnings and financial state- 
ments in its history. 

Net earnings made a new peak and 
1929 was the sixth successive year in 
which results overshadowed those of 
the previous year. Contrasting with 
a gain of only 6.2% in 1927 and 3.5% 
in 1928, profits last year were 13.4% 
higher. These comparisons afford con- 
vincing evidence of the extent of the 
company’s progress and high operating 
eficiency in a year which could hardly 
be said to have been replete with 
favorable conditions. 

Coincident with the annual report, 
the company offered stockholders the 
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right to subscribe for additional class 
B common stock at $25 per share in 
the ratio of one new share for each five 
shares of common or class B common 
stock held. This privilege expires 
March 12th, after which time the com- 
bined total of common and class B 
common stock outstanding will amount 
to 3,137,440 shares, contrasting with 
2,614,238 shares outstanding at the 
close of the year. Reported earnings 
for 1929, amounting to $22,017,228, 
were equal to $7.83 per share on the 
amount of stock outstanding at the 
close of the year, and $6.51 per share 
on the increased number of shares after 
giving effect to the subscription privi- 
lege. It is to be assumed, however, 
that the funds amounting to about 13 
million dollars raised through the sale 
of additional stock will be profitably 
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DIVIDENDS PAID 
EARNED PER SHARE-CL.B 


1924 1925 1926 1927 1928 1929 1930 
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employed by the company and current 
earnings enhanced accordingly. 


Conservative Dividends 


During the past ten years, the com- 
pany has earned nearly 142 million dol- 
lars on the combined common and class 
B shares, of which, however, but slightly 
more than 50% was paid to stockhold- 
ers in the form of cash dividends. If 
at first glance this appears to be a 
rather parsimonious ratio, the conserva- 
tism of the management is, however, 
justified by the conditions which have 
confronted the company during that 
period. Steadily increasing business 
has made it necessary to maintain a 
large working capital, comprised chief- 
ly of inventories, while intense com- 
petition has created the need of large 
annual budgets for advertising. 





The strong financial position of the 
company as revealed by the 1929 bal- 
ance sheet is typical of its record and 
warrants no small measure of confi- 
dence. Working capital exceeded 
$126,794,000 and showed an increase 
of more than 7 million dollars over that 
for December 31st, 1928. Inventories, 
which comprised over 80% of total 
working capital were $10,230,000 higher 
than at the close of 1928 but cash was 
$3,162,093 less, and bank loans in- 
creased 2 million dollars to 7 million 
dollars. The large increase in inven- 
tories may be explained by the desire of 
the management to anticipate increased 
business in the current year. It is also 
possible that the management foresees 
higher prices for leaf tobacco. The 
depleted cash account will be rein- 
forced as a result of the sale of addi- 
tional stock and the larger 
bank loans, necessitated by 
z the purchase of an increased 
quantity of raw materials, will 
probably be substantially re- 
duced during the course of the 
year. 


Capitalization 


Aside from the common 
and Class B common shares 
outstanding, capitalization of 
the company consists of 225,- 
141 shares of 7% preferred 
stock, $13,371,600 7% Gold 
Bonds due October Ist, 1944, 
and $15,059,600 5% Gold 
Bonds maturing August Ist, 
1951. Total interest charges 
amounting to $1,686,892 were 
earned over 13 times last year 
and income available for divi- 
dends on the preferred stock 
was equivalent to $86.50 
per share. Both the bonds 
and the preferred shares 
readily qualify as high grade 
investment media. The 7% bonds 
are obtainable to yield about 5.13% 
to maturity; the 5% issue is currently 
quoted on a 5% basis; and the pre- 
ferred stock which is non-callable yields 
slightly over 5%. 

As previously pointed out the for- 
mer wholesale price of $6.40 per thou- 
sand for the company’s more impor- 
tant brands, which ordinarily retail for 
15 cents a packet, was restored last 
October and there is no reason for be- 
lieving that this price will be subject to 
any downward revision this year. In 
fact there has been some talk of a fur- 
ther increase in this price for the pur- 
pose of curbing retail price wars but 
in all probability no action along these 
lines will occur unless subsequent prices 
for leaf tobacco make such action im- 
perative. The brief nature of the com- 
(Please turn to page 794) 
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Profit Possibilities 


in Stocks Yielding 


More Than 5% 








over the entire group. 





The securities selected in this list are of a type which affords ample indication of price appreciation on 
the basis of their industrial position and at the same time offers an attractive yield at current levels. The 
list as a whole provides a high degree of diversity and it will be found advantageous to distribute funds 

















International Business Machines Corp. 


PERATIONS of the Inter- 

national Business Machines 250 

Corp. for last year indicate that HI 
the company again produced record- 
breaking earnings, being the eighth 175 
successive year in which a new high 150 
level has been attained. It is ex- 125 
pected that the 1929 annual state- 100 
ment will show more than $11 a 75 
share on the 607,576 shares outstand- 
ing. 

The earning power of the company 
has been steadily expanding since 1921 and unless general 
business conditions are distinctly adverse, another profit 
peak should be made this year. The net income for the 
first nine months of 1929, amounting to nearly § million 
or $8.09 a share was 28% ahead of the nine months’ net 
of the previous year which was equivalent to $6.33 a share. 
Net for the full year of 1929 promises to be in the neigh- 
borhood of $6,750,000, since maximum operations carried 
through December. The 1928 net income of $5,363,000 
was equal to $8.83 a share. 

The corporation was formed in 1911 as a holding com- 
pany, then known as the Computing-Tabulating-Recording 
Co., but assumed its present name in 1924. It is the leader 
in its field by reason of its three chief subsidiaries, the 

- Dayton Scale Co., Tabulating Machine Co. and Inter- 
national Time Recording Co., each one a leader in its line. 

The corporation's diversified range of products includes 
such widely used office and store devices as tabulating, time 
and cost-keeping machines, counter scales, meat and coffee 
grinders, and slicing apparatus. Its plants are located in 
New York, Ohio and the District of Columbia, in Canada, 
Germany and France while its sales offices cover besides 
these countries, virtually all other important business cen- 
ters. South America and Europe are expected to be par- 

ticularly favorable for sales development in the next few 
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ars. 
The financial position of the company is strong and is 





being steadily improved under the 
management's policy of turning a sub- 
stantial portion of its surplus cash to 
the reduction of its funded indebted- 
ness. With the recent setting aside 
of $250,000 for further retirement of 
its Computing-Tabulating-Recording 
Co. 30-year sinking fund 6s due in 
1941, this sole funded obligation will 
have been reduced below 3 million 
from 7 million, last year’s retirement 
having totaled 2 million. 

The company had $4,000,000 in cash at the beginning 
of last November as against $2,388,000 at the end of 1928. 
It is quite likely that the funded debt will be further 
pared down this year. It is the policy of the company to 
compensate its stockholders for such cash withdrawals by 
distributing small stock dividends, a 5% disbursement hav- 
ing been made at the end of 1928 and on January 10th last. 
Thus another declaration of similar amount may be ex- 
pected later this year. 

Since the 3-for-1 stock split-up in 1926 the annual divi- 
dend rate of $3 has been advanced on the average of one 
dollar a year, the present $6 basis having been established 
with the quarterly payment of $1.50 last January 10th. 

The company’s consolidated statement as of last Septem- 
ber 30th showed total assets of nearly 40 million, earned 
surplus of more than 13 million and net working capital 
in excess of 8 million. 

The no par capital stock has recovered nearly half of 
the range between its low of 109 at the time of the Novem- 
ber market break and its high of 255 for last year. The 
recent price around 175 affords a yield of nearly 82% 
from the combined cash and stock dividends. Considering 
the expanding earning power, excellent financial position 
and favorable outlook of the company, the market price 
not only does not appear unreasonable but could mount to 
its 1929 -high and still yield well above 7% with ample 


aafety. 
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Canada Dry Ginger Ale, Inc. 


UTTING out more cases of ginger ale than any other 
manufacturer in the world, Canada Dry Ginger Ale, 
Inc., earned net of $3,586,128 last year. This figure 
is equal to $7.02 a share on the 510,697 no par capital 
shares outstanding and compares with $3,103,294 or $6.10 
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a share on the 508,858 shares outstanding at the close of 
1928. 

The company has more than doubled its net income in 
three years and has come not far from tripling the 1925 
profits. The increase in 1929 net is particularly satisfactory 
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since sales in the final three months 
showed but a slight gain due to de- 
creases in October and November. 
The drop of those two months, how- 
ever, was more than offset by the sub- 
stantial increase in December. 

The December improvement was 
carried through this last January and 
the management is confident that 
sales and profits will show material 
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Corp., makers of “Campfire” marsh- 
mallows, for $3,500,000 and is already 
selling their product. The president 
has admitted that while no formal of- 
fer has been made, conferences have 
been held with executives of the White 
Rock Mineral Springs Co., leading to 
possible acquisition of that concern. 
He has further stated that capacity 
of the company’s factories is to be en- 
larged and that sales and advertising 

















gains this year. The company has 
changed its fiscal year to end Septem- 
ber 30th, so it has already an initial gain to its credit and 
has furthermore demonstrated that a business depression 
has comparatively slight effect. Its profits in the December 
30th quarter increased $51,708 although the sales gain was 
but $4,463. 

While the company has enjoyed an expanding business 
in its chief product, many competitors have come into the 
field, and it has been reaching out for a more varied pro- 
duction. The latest product, “Orange Dry,” is expected 
to add substantially to sales. Through its subsidiaries, in- 
cluding the operating unit of the same name, a Canadian 
and a New England company, mineral waters and various 
soft drinks are now made. 

The company holds an option to purchase the Campfire 
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efforts are to be intensified this year. 

The financial position of the company is the strongest in 
its history, net working capital of $3,660,537 being re- 
ported as of September 30th last. Current assets of $5,196,- 
094 were nearly 34 times current liabilities. Surplus of 
close to $4,000,000 had gained nearly 25% ina year. The 
company has no funded debt. 

In accordance with previous practice, the regular $5 divi- 
dend rate is likely to be advanced later this year if profits 
increase, while an extra cash payment of 50 cents may be 
repeated, having been paid last year and in 1927. On this 
basis the recent price around 73 gives a yield of 7!4% and 
is but little more than ten times earnings, thus offering a 
decidedly attractive purchase for investment purposes with 
income and market price enhancement in prospect. 
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Paramount Famous Lasky Corp. 


HE popularity of audible films 
‘| brought attendance up to 15,- 
000,000 a week in the 400 or 
so theatres of the Paramount Famous 
Lasky Corp. and was a substantial 
factor in boosting the 1929 net in- 
come to approximately $15,500,000. 
This official estimate is 78% ahead 
of the record 1928 figure and is equal 
to $5.75 a share on approximately 
2,700,000 shares outstanding at the 
close of last year. 

The final quarter of 1929, estimated to have produced 
$5,770,000 net income, constitutes the peak record for any 
quarter in the corporation's history and made the largest 
showing for any quarter reported by any film company in 
the annals of the amusement industry. The figure was 
equal to $2.15 a share and compared with the net of $2,- 
737,318 or $1.33 a share on 2,062,857 shares outstanding 
at the end of the fourth 1928 quarter. The year’s net for 
1928 amounted to $8,713,063, equal to $4.22 a share. 

The corporation not only enlarged its distribution last 
year, due to the excellent quality of its productions, but 
introduced a general expansion in its theatre programs, 
brought about numerous revenue producing innovations 
and effected a number of operating economies. 

The 1930 budget embraces the filming of about 65 fea- 
ture pictures and 52 short subjects, at an aggregate cost of 
upwards of $19,500,000, an increase of $1,750,000 over 
last year. Inasmuch as the corporation’s foreign business 
contributed about 40% of the total 1929 receipts, it is 
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planning to produce foreign versions 
of its films in order to maintain the 
popularity of the American films 
abroad. 

Earnings so far this year are said 
to be running ahead of last year’s 
showing. 

It was on the strength of the con- 
tinued favorable prospect that the 
management last month raised the 
annual dividend rate from $3 to 
$4 a share starting with the regu- 

lar quarterly payment of $1 on March 29th to stockholders 
of record March 7th. This rate is equivalent to $9 on the 
old stock prior to the 3-for-1 split-up last August. An in- 
crease in the authorization from the present 3,000,000 no 
par shares to 4,000,000 and changing the name to Para- 
mount Publix Corp. will be proposed at the annual meet- 
ing on April 15th. 

The corporation’s funded debt stands at $14,323,000, 
in addition to which there are $7,294,100 serial notes and 
$41,607,800 subsidiary purchase money notes, mortgage 
bonds, etc. A half interest in the Columbia Broadcasting 
Radio System was acquired last year and a $3,000,000 pur- 
chase of debentures of an affiliate of the United Artists or- 
ganization assured close contact with that source of talking 
pictures. 

Excellent earnings prospect and further expansion prom- 
ise a steadily advancing enhancement of the value of the 
stock, which at the present price around 69 affords a yield 
of approximately 5.8%. 





Jewel Tea Co., Inc. 


CCASIONALLY a drop in commodity prices reacts 
favorably. This fortunate outcome has just been 
experienced by the Jewel Tea Co., Inc., whose sales 
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are more than two-thirds comprised of coffee. 
for MARCH 8, 1930 


Recently the price of green coffee dropped to its lowest 
level in many years. The company, however, had kept its 
stocks at very low volume and so it was in a most favorable 
position to take full advantage of the buying opportu- 
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nity. Moreover, the retail price of 
coffee was only slightly depressed. 160 
Thus, Jewel Tea's profit margins 140 
gained substantially. r 120 
The company, while a prominent 100 
coffee roaster, has a large retail dis- 80 
tributing system, carrying its products 60 
direct to the consumer over about 40 
1,200 routes on which it operates 20 
motor trucks, giving rise to their 


The company earned net of $1, 
691,302, equal to $6.04 a share on 
280,000 shares of no par capital stock 
last year, compared with $1,530,888, 
equal to $11.10 a share on 120,000 
shares of common after dividends on 
7% preferred stock in 1928. A little 
less than a year ago, 25,600 shares of 
the preferred stock then outstanding 
were retired by using part of the pro- 





classification as a “chain store on 
wheels.” Radiating from two large 
manufacturing plants at Hoboken, N, J. and Chicago and 
numerous branches, most of the United States except New 
England and the Pacific Northwest, is thus pretty well cov- 
ered. And now the company is experimenting with mer- 
— through retail stores in southern New Eng- 
and. 

While many of the grocery and food products, as well 
as package specialties that the company distributes are put 
up in its own factories, many others are manufactured ac- 
cording to its specifications under the Jewel label. 

One of the outstanding accomplishments of the manage- 
ment is the pronounced improvement in profit margins, 
jumping from 144% in 1922 to nearly 914% last year. 
Sales per truck are steadily gaining while unit operating 
costs are being lowered. This success has led to a contract 
to provide executive management for the Club Aluminum 
Utensil Co. for three years, for which out-of-pocket ex- 
penditures of the company will be covered while it will 
share in the profits and assume no responsibilities. 


ceeds from the sale of 40,000 shares 
of common. A 75% stock dividend 
was distributed last June. 

The enterprise originated in a co-partnership with a capi- 
tal of about $700 a little over 31 years ago. The present 
company was incorporated in 1916. The 1929 report 
showed total sales of nearly 17 million, net working capital 
of $3,226,154, cash and marketable securities totaling $2,- 
638,114, of which $590,547 constituted the remaining 
building fund for completion of the midwestern headquar- 
ters and plant to be in operation next month, and a 3.7 to 1 
ratio of current assets to current liabilities. 

While the regular dividend rate on the common stock, 
now the sole obligation of the company, is now $3 a share, 
an extra payment of $1 was made last year on the in- 
creased amount outstanding. On that basis the recent 
price of 52 affords a yield of 7.7% and is not much more 
than 8 times earnings. Representing an equity in an estab- 
lished and successful enterprise, and combining a liberal 
yield with prospects for price appreciation, the shares are 
obviously attractive. 





Texas Gulf Sulphur Co. 


EING much the larger producer 

and controlling the greater por- 

tion of the known world’s de- 
posits of sulphur, has placed the Texas 
Gulf Sulphur Co. in the enviable 
position of being the dominant factor 
in its field. It controls, with its much 
smaller competitor, most of the sul- 
phur supply in this country and oper- 
ates at the lowest cost. 

The company is now bringing to - 

a mature production status its second 
major sulphur mining operation, Boling Dome, leased from 
Gulf Oil and Sun Oil. Its original property in Matagorda 
County, Texas, continues under operation. More recently 
drilling operations were started on a third sulphur property 
at Long Point in the same state. 

Under the general classification of bleaching compounds 
and miscellaneous chemicals, the company’s products find a 
varied market among the textile, food, chemical, fertilizer, 
insecticide, pharmaceutical, rubber, pulp and paper, explo- 
sive and petroleum industries. 

While last year was a record one in point of production 
and shipments, to foreign as well as domestic consumers, 
and may prove to be the peak for the sulphur industry, the 
year 1930 is expected to be a normal one. Because of the 
annual expansion of the industry, the. normal sales volume, 
however, has attained a higher level so that the next few 
years may see a procuction of about 2,300,000 tons in place 
of the 2,000,000 average in ee seged 

In the properties now controlled by the company it has 
an eae supply for half a century, based on an average 
annual production of about one million tons. In develop- 
ing the Boling Dome, a large modern plant has been erected 
involving an outlay of $10,000,000. The profits from this 
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undertaking will go to the company 
in their entirety until that expendi- 
ture has been replaced in the com- 
any’s treasury; thereafter they will. 
* divided equally with the Gulf Oil 
Company. 

In two counties the company’s hold- 
ings were recently appraised at more 
than double their previous valuation, 
thus raising the tax burden somewhat, 
but on the basis of rating one-third of 
the estimated value as fair for taxa- 
tion purposes, their full value is indicated at around $78, 
000,000. - 

The 1929 annual report discloses a remarkably strong 
financial position. The net income of $16,247,478, equal 
to $6.39 a share on 2,540,000 shares of no par capital stock 
outstanding, compares with $14,517,619, or $5.71 a share 
in 1928. The cash item of $5,713,141, compares with 
$4,413,960. The surplus figure, which includes the deple- 
tion reserves, advanced from $15,301,082 to $21,388,560. 

The company draws partially upon these depletion re- 
serves to meet its dividends which have been paid continu- 
ously since 1921, three years after the present name was 
adopted and 12 years from the original formation. The 
current rate of $4 annually is equal to $16 on the old stock 
which was split 4-for-1 in 1926 when the $10 par was 
changed to no par. There is no funded debt. 

The shares, currently selling around 63, yield about 
6.3%, on which basis holders are adequately compensated 
for the recognized risks inherent in a mining enterprise. 
The company's leading position and the importance of its 
product suggests the likelihood of continued expansion of 
earning power and as a speculative vehicle the stock lends 
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itself to favorable consideration. 
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Gold Dust 


Corporation 


ATIONALLY advertised, trade 
N marked specialties form the back- 
bone of the Gold Dust Corp. 

The original company, incorporated in 
1923 as successor to the soap and wash- 
ing powder business of the N. K. Fair- 
bank Co., fell heir to “Gold Dust” 
and “Fairy Soap.” A little over a year 
ago it merged with the American Lin- 
sed Co. to secure the latter's line of 
food products, the linseed business hav- 
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ing been sold a couple of months be- 
fore. Last year it acquired control of 
the Standard Milling Co., further di- 
versifying its wide range of produc- 
tion. 

Now, with the various factories of 
its dozen or so subsidiaries strategically 
located in this country and Canada, 
Gold Dust turns out such other well 
known branded articles as “Shinola” 
and “2-in-1” shoe polishes, “Thousand 
Island” dressing, “Bread and Butter” 
pickles, margarine, relish and peanut 
butter spread and “H-O” flour and 
breakfast foods. These are handled 
through an efficient distributing system 
covering some 500 cities. 

An important affiliation was con- 
summated last September when the 
company purchased from the United 
Cigar Stores Co. its holding of 46,000 
shares of Beech-Nut Packing Co. com- 
mon stock. While this did not alter 
the controlling management of the lat- 
ter and did not involve merger plans it 
placed Gold Dust in position for such 
a move as well as for further expansion 
of its sales. Last December this block 
of stock was increased to 48,300 shares 
by a 5% stock dividend by Beech-Nut, 
whose earnings for 1929 were equal 
to $6.06 per share. Leading interests 
in Gold Dust took over personal con- 
trol of United Stores late last year. 

The company has funded debt, con- 
sisting of assumed obligations, of slight- 
ly over 15 million. The capital struc- 
tive includes 64,880 shares of $6 cumu- 
lative convertible preferred stock and 
1,780,927 shares of common outstand- 
ing, the latter to be 1,993,081 shares 
(Please turn to page 818) 
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Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 


Railroads 


Div. Rate 

$ per Share 
Norfolk & Western........... 4 (N) 
Union Paciflo ......ccceecesee 4 (N) 
Atchison, Top. & 8, Fe....... 6 (N) 
Baltimore & Ohio............ 4 (¥) 
Southern Railway ........... 5 (Mm) 
Pere Marquette Prior........ 6 (0) 
Colorado & Southern Ist..... 4 (M) 
N. Y¥., Chicago & St. Louis.. 6 (C) 
N. Y¥., New Haven & Hart.. 7 (0) 
Bt, Louis Southwestern,...... 5 (MN) 
Wabash “A nrccccsccccscce 6 (N) 
Kansas City Southern........ - # (MH) 
Colorado & Southern 2nd..... 4 (N) 
**8t, Louis, San Francisco.... 6 (M) 
Missouri, Kans. & Tex....... 7 (0) 


-—Earned $ per Share—, Redeem- Recent Yield 
1928 able Pr % 


1926 1927 ice 
160.35 183.40 183.73 No 85 4.7 
41,17 89.85 46.32 No 83 4.8 
48.83 40.47 40.21 No 103 4.9 
48.41 $8.44 49.44 No 80 5.0 
89.33 86.17 82,11 100 99 6.1 
68.77 64,08 15.60 100 98 5.1 
52.56 57.76 49.45 No 1 5.3 
24.65 20.81 17.68 110 =: 109 5.5 
eevee 22.05 84.40 115 127 6.5 
12.00 9.30 8.84 No 88 5.7 
11.86 6.87 9.24 110 85 5.9 
10.86 9.04 14,01 No 68 6.9 
48.50 58,76 45.46 No 68 5.9 
16.12 15.28 17.44 115 94 6.4 
13.06 16.34 110 106 6.6 








Public Utilities 
Public Service of New Jersey 8 (0) §21.46 §16.28 20.92 No 
Columbia Gas & Electric ‘‘A’’ 6 (0) 27.81 25.42 80.78 110 
Philadelphia Co, ....scee.se. 8 (0) 24.20 28.06 21,75 No 
American Water Works & El. 6 (C) 22.63 24.30 31,05 110 
Standard Gas & Electric..... 4 (0) 20.00 16.76 14.07 No 
Federal Light & Traction.... 6 (0) 41.52 89.67 49.93 100 
Electric Power & Light...... 7 (C) 13.83 16.21 17.00 110 
Hudson & Man, R. B. Conv.. 5 (N) 40.82 40.70 87.02 No 
Continental Gas & Elec, Prior 7 (C) 16.41 20.46 24.45 110 
Postal Tel. & Cable......... 7 (MN) ee eivae 7.19 110 
Amer. & Foreign Pow. 2nd... 7 (0) 8.89 3.58 5.33 105 
Industrials 
Bethlehem Steel Corp........ 7 (C) 20.84 16.32 19.16 No 
Deere & Co, ....c.eeeesecees 7 (C) 23.22 25.74 29.62 No 
Case (J. I.) Thresh, Mach... 7 (C) 29.89 38.48 $2.59 No 
Mathieson Alkali Works...... 7 (0) 67.86 74.06 84.50 No 
Stand, Brands, Inc., Cum, A. 7 ama 125.34  123.40° 120 
Baldwin Locomotive ......... 7 (C) 29.42 12.21 1.66 125 
Brown Ghoe ....-.scsceeceess 7 (C) 29.69 44,12 85.27 120 
General Cigar ..........00++ 7 (0) 51.26 67.32 62.81 No 
Crucible Steel .........s.e0. 7 (C) 26.19 22.47 22.54 No 
American Locomotive ........ 7 (C) 20.88 16.60 10.83 No 
International Silver .......-. 7 (CO) 24.89 30.82 27.48 No 
Bush Terminal Buildings..... 7 (0) F 3 t + 120 
Buoyrus-Erie ,.....ccccsseees 7 (C) suas asa 89,84 120 
U. 8. Smelting, Ref. Mining, 3.5 (C) 6.25 6.28 8.43 No 
American Sugar ......+..+0+: 7 (C) 14.08 1.97 14.60 No 
General Cable Co.......+.++: 7 (C) 27.69 265.72 25.92 110 
Associated Dry Goods Ist.... 6 (0) 27.67 24,10 24.55 No 
Glidden Oo, Prior............ 7 (C) 23.91 $2.69 $2.69 105 
Bush Terminal Debentures 7 (Cc) 16.81 18.88 20.55 115 
Goodrich (B. F.) Co..,..+-.. 7% (CG) 13.96 39.19 10.36 125 
Radio Corp, of Amer. ‘‘B’’... 5 (0) cove cece 5.36° 100 
Commerce Investm, Trust Ist, 6% (C) 27.72 24.86 45.50 110 
Goodyear Tire & Rubber..... 7 (0) 11,83 18.80 18.90 110 
Spicer Mfg. conv............ 8 58.54 14.42 26.00 57% 
Otis Steel Prior........-+.+. 7 (0) 16.36 11.80 28.68 110 
Tidewater Asso. Oil conv.... & (C) 13.35 7.35 19.49 105 
International Paper ......... 7 (0) 11,81 7.42 4.53 116 


CO—Cumulative. 
unconditionally by Bush Terminal Oo. 


* Siz months ended June 30, 1929. 


N—Non-cumulative. 


§ Earned on all pfd, stocks. 
*¢ Adjusted to basis of present stock. 





158 5.2 
105 6.7 
53 5.7 
103 6.9 
65 6.2 
95 6.3 
109 6.4 
17 6.5 
103 6.7 
100 7.0 
98 7.1 
126 5.6 
128 5.7 
"122 5.7 
120 5.8 
119 5.9 
116 6.0 
115 6.1 
116 6.1 
114 6.1 
115 6.1 
110 6.4 
109 6.4 
111 6.4 
53 6.6 
106 6.6 
106 6.6 
90 6.7 
102 6.9 
102 6.9 
100 7.0 
71 7.0 
93 7.0 
100 7.0 
42 7.1 
95 14 
78 7.7 
81 8.6 
+ Guaranteed 





















Market Indicators 








New York Central 


The possibility of an increase in the 
current $8 dividend on New York 
Central has something more than the 
wish to justify it. Earnings of the 
road in 1929 were $16.88 per share, 
indicating better than 50% margin of 
safety for the present rate. The Big 
Four and Michigan Central are now 
being operated under lease and earn- 
ings will revert directly to New York 
Central's treasury. Income previously 
received was in the form of dividends 
only. The shares rank high in invest- 
ment esteem and as a potential $10 
dividend payer yield over 5.5% at re- 
cent quotations around 180, which 
compare with the 1929 high and low 
of 2.564 and 160 respectively. 


e*¢ 
Another Big Merger? 


According to recent press reports, 
Cyrus S. Eaton and his associates, who 
it will be recalled were the moving 
forces behind the Republic-Central 
Alloy-Donner Steel merger, are en- 
gineering a huge consolidation of rub- 
ber companies, of which Goodyear 


Tire & Rubber will be the nucleus. 


Other companies mentioned were U. S. 
Rubber and Seiberling. Goodyear’s re- 
port of 1929 operations revealed the 
largest earnings in its history, net in- 
come amounting to $10.24 per share. 
This is an impressive showing for a 
company which less than ten years ago 
barely escaped receivership. The group- 
ing of the three companies mentioned 
would result in a single organization 
having assets of nearly $575,000,000, 
and by far the most important in the 


industry. 
* * 


General Railway Signal 


In the light of the fact that the Gen- 
eral Railway Signal Company earned 
only 76 cents per share on its common 
stock in the first quarter of 1929, the 
final report showing the equivalent of 
$8.25 earned on the common, is very 
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For Profit 


gratifying. Equally impressive is the 
fact that the company entered the cur- 
rent year with a volume of unfilled 
orders on its books, 99% larger than at 
the beginning of 1929. Obviously, a 
recession in earnings is not a nearby 
prospect. Paying $5 and selling below 
95 the shares would hardly be said to 
be overvalued. 
* * & 


An Unusual Preferred Stock 


Warner Bros. Pictures, Inc., $2.20 
preferred stock is convertible into com- 
mon stock at the rate of 88 shares of 
common for each 100 shares of pre- 
ferred and after September Ist, 1930, 
when this conversion privilege expires, 
the dividend will be increased to $3.85. 
The stock is callable at 55. Earnings 
of Warner Bros. have shown remark- 
able gains reflecting the popularity of 
talking pictures, in which field the com- 
pany was the pioneer and has since 
produced some of the most popular 
feature films. Earnings in the past 
fiscal year amounted to $6.33 on the 
common stock and are currently run- 
ning at the annual rate of $8. While 
the uncertainty injected into the situa- 
tion by the pending investigation of 
the Federal Government into the com- 
pany’s affairs, prevents the common 
shares from selling at levels more 
nearly in line with earnings, this phase 
of the situation may be ironed out 
prior to the expiration of the conver- 
sion privilege on the preferred stock. 
In the latter event, both the common 
and preferred issues would doubtless 
gain materially in market value. If 
the convertible feature, however, does 
not serve to enhance the value of pre- 
ferred prior to September Ist, holders 
will be compensated by the increased 
dividend, which on the basis of recent 
quotations around 36 would afford’ bet- 
ter than a 7% return. 


* * 
A Business Man’s Bond 


P. Lorillard Co. debenture $s, 1951, 
selling around 85, yield about 642% 


and appear distinctly attractive in their 
class. While earnings continue to re- 
flect the heavy expenditures being 
made by the company to popularize its 
Old Gold cigarettes, sales have reg. 
istered an impressive gain and seem 
destined to show further improvement 
this year. The bonds, outstanding at 
less than 11 million, are unsecured 
and are part of a total funded debt of 
$35,012,200. The present market 
value of the common stock represents 
a junior equity for the bonds at more 
than 47 million and earnings are suf- 
ficent to meet total interest require- 
ments by a safe margin. As an in- 
come-producing medium, the debenture 
5s command favorable consideration 
and might prove a profitable switch for 
some of the more speculative foreign 
issues. 
‘ss = 


Tin Plate 

Specializing in the manufacture of 
tin plate, the McKeesport Tin Plate 
Co. participated handsomely in the 
business prosperity of 1929. Earnings 
rose to $8 per share on the outstand- 
ing 300,000 shares of. common stock 
and fully warranted the action of 
directors in paying an extra dividend 
of 50 cents, bringing total disburse- 
ments for the year up to $4.50. In 
cidentally the company has paid cash 
dividends continuously since 1905. 
The manufacture of tin plate is char- 
acterized by an unusual degree of price 
stability and demand has been ‘broad- 
ened considerably by the adaption of 
tin containers for a steadily growing 
list of products. Selling near 70, 
the company’s shares look attractive 
both on the basis of prospective earn- 
ings and current income return. 


Sweetening Sales 


F. G. Shattuck Co., operating a 
chain of 36 high grade restaurants and 
candy stores, increased sales $1,600,000 
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and Income 


in 1929, and added another year to its 
record of consistent growth. Comple- 
tion of the unification of F. G. Shat- 
tuck and W. F. Schrafft & Sons has 
paved the way for instituting an ag- 
gressive expansion program and it is 
anticipated that the current year will 
witness not only a considerable in- 
crease in the number of restaurants in 
operation but the national distribution 
of Schrafft confections and foodstuffs. 
On the basis of 1929 earnings esti- 
mated at $2.70 per share, the stock 
is not particularly cheap at 43, yet 
the confidence in the company’s fu- 
ture indicated by this high ratio of 
price to earnings is unquestionably 
well founded. 


* * 


Looking Ahead 


At the present time the Columbia 
Gas & Electric Co. is actively engaged 
in laying pipe lines to a number of im- 
portant cities including New York, 
Chicago and Philadelphia with a view 
to ultimately serving these large popu- 
lation centers with natural gas. The 
company is the foremost distributor of 
natural gas in the country, deriving 
about 60% of its revenues from that 
source and 25% from the sale of elec- 
tric power. It requires no unusual im- 
aginative powers to visualize the com- 
pany’s future possibilities as repre- 
sented by the growing demand for 
natural gas and it is undoubtedly these 
possibilities which have influenced the 
purchase of large blocks of the com- 
pany’s common stock by. astute in- 
vestors, despite the comparatively low 
yield obtainable. 


* * * 


Westinghouse Air Brake 


The increasing use of roller bearings 
on railroad cars will benefit others than 
the manufacturers of this equipment. 
Decreased friction and greater mo- 
bility makes new and exacting de- 
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mands on. braking equipment and the 
producers of effective devices to give 
greater efficiency in controlling rolling 
stock should enjoy a broader market 
for their output. Westinghouse Air 
Brake, the leading company in that 
field and with a long record of profit- 
able operations to its credit, should be 
closely. watched in connection with this 
new development. 

Another development that bids fair 
to have an important bearing on the 
future of the company is the recent 
formation of the Bendix Westinghouse 
Automotive Air Brake Co., control of 
which will be vested jointly with the 
Bendix Aviation Co., a General Motors 
afhliate, and Westinghouse Air Brake. 
This move doubtlessly presages the 
entry of these companies into the ac- 
tive manufacture of air brake equip- 
ment for passenger automobiles. That 
this field holds abundant possibilities is 
indicated by the fact that at the pres- 
ent time busses and heavy trucks are 
the only types of automobiles utilizing 


air brakes. 
* * & 


Third Largest Oil Concern 


Pending a decision from the courts 
concerning the legality of the Standard 
of New York-Vacuum Oil merger, the 
shares of these companies do not appear 
to be inclined to indulge in any market 
antics. Test cases of this sort have a way 
of moving slowly through the halls of 
justice. It may be months before the 
legality of the deal is indicated one way 
or another. Quiet accumulation of 
stock will probably proceed in the 
meantime in anticipation of a favorable 
action. If consummated, this merger 
will create the third largest oil company 
in the world, with assets of close to a 
billion dollars and a prominent place 
in the world market place for petro- 
leum products. The “when issued” 
shares of the new concern on the Curb 
—known as the General Petroleum 
Corporation—are taking their cue mar- 
ketwise from Standard of New York 
which is exchangeable on a share for 








share basis, while Vacuum Oil shares 
which rate a three-for-one exchange 
have been lagging-behind the market 
in spite of the- better yield basis in 
prospect. ame 

—-_¢ 


Banking Pool Liquidated 


One uncertain factor has been re- 
moved from the market vista in the 
official statement issued by J. P. Mor- 
gan & Company that the banking con- 
sortium formed during the fall panic 
has liquidated the last of its stock hold- 
ings. The statement omitted to declare 
whether the banking group ceased to 
exist after its holdings were liquidated, 
but is known that no actual loss was 
incurred in the long run through the 
heroic action of these prominent bank- 
ing houses. It is comforting to reflect 
that the concentrated resources of this 
group, which were sufficiently strong 
to avert a national financial disaster, is 
still intact for any emergency that 
might again demand their use. The 
final liquidation of this “stabilization 
stock”’ seems to mark the final chapter 
of the 1929 stock market debacle. 


* * * 


An Interesting Utility Situation 


The 1929 report issued by Consoli- 
dated Gas must have proved encour- 
aging for long pull investors in this 
company. Net income amounted to 
more than 65 million dollars, an in- 
crease from 59 million in the preced- 
ing year. This income amounts to 
$4.75 a share on the 11,457,000 shares 
of stock outstanding at the end of 1929. 
Coming on top of this favorable report 
is the revival of rumors of the absorp- 
tion by Consolidated Gas of Brooklyn 
Union Gas. Between the two com- 
panies, Consolidated Gas warrants first 
choice from the investment standpoint 
but Brooklyn Union seems to have 
very attractive speculation prospects, 
with strong market sponsorship and a 
small floating supply of stock. 
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N this issue we 
I are devoting 
the major part 
of the BYFI De- 
partment to arti- 
cles and comments 
on the controversial subject of the relative merits 
of stocks and bonds for investment. To some 
readers, these discussions may be merely “another 
investment topic” to be read with passing interest 
at the moment. However, from the comments 
and manuscripts already received it is obvious that 
the discussions to other readers are a matter of 
vital and sustained interest. 

And to us, if we be permitted to offer a few 
confidences here and there, the interest in this 
controversy is a source of immense gratification. 
For a great many years, we have observed with 
keen satisfaction a slow but steady growth of pop- 
ular interest in investment problems; a tendency 
that has accelerated in recent years for investors 
to take full advantage of the improving facilities 
for studying securities and markets. 

With the extensive educational efforts that have 
been expended on financial matters within the past 
decade, it is interesting to note the improvement in 
technique and methods of the investing public at 
large. Within this period, the number of really 


Savings Also Are 
Important 


competentinvestors 
has grown from a 
small hand picked 
group of wealthy 
capitalists to an 
army that is now 
numbered in millions. ‘This is the background, 
therefore, of the current interest in such a prosaic 
but nevertheless so very practical a topic as the 
relative merits of the two major classes of invest- 
ment securities. 

Admirable as are these popular discussions of 
relative merits of investment securities, however, 
an equally important topic for the investor is the 
means of accumulating funds in order to invest. 
Whether a stock or a bond is the superior type of 
investment is interesting but this must not entirely 
divert our interest away from the importance of 
providing savings. While we are debating the fine 
points of investment securities, therefore, let us 
continue to keep up our savings programs so that 
we may have funds to buy securities. 

Saving money is really a much more rugged 
science than investing money. In this broad 
problem of attaining real lasting financial progress 
there is nothing more important than the will to 
save and the deliberate cultivation of consistent 
thrift habits. 
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Buying the Right Kind of Insurance 


Inquiries From Readers Who 
Seek the Best Insurance Values 


By Fiorence Provost CLARENDON 








Insurance Editor: 

I am outlining my circwm- 
stances in some detail in order 
that you may be able to advise 
me concerning the best kind 
of life insurance for my 
present and future needs. I 
am a dentist by profession, 
age 38 and single. I id 
like to have the kind of insur- 
ance that will provide a regu- 
lar income after a certain age 
and also give my heirs the 
necessary protection in the 
event of a later marriage. In 
addition, I would like protec- 
tion from disability that might 
deprive me of my earning 
ability. I have no insurance 
at present, having even lapsed 
my war risk insurance after 
discharge from the army. Perhaps it would 
also be well to tell you that I am entirely 
unfamiliar with life insurance and for this 
reason hesitate to inquire of insurance 
agents, feeling that in their quest for busi- 
ness many points of importance might re- 
main obscure to me. If necessary to obtain 
full information, will you recommend some 
a tome. Very truly yours 


I am interested in your recent letter 
and am happy to advise regarding your 
life insurance. You have omitted to 
state your approximate annual income 
—a factor which of course has a defi- 
nite bearing on the amount, and also 
the kind, of protection which is best 
suited to your needs. 

If you still have the privilege of ap- 
plying for reinstatement as a policy- 
holder of the War Risk Bureau of life 
insurance, I would advise that you take 
advantage of the opportunity, for this 
is cheap coverage for ex-service men. 

As a professional man, you should 
consider life insurance under which 
premiums would normally be payable 
only over that span of life when you 
anticipate actively practising your pro- 
fession. After such time, most doctors 
and dentists plan to live on the fruit 
of their earlier thrift, and naturally 
prefer to be free from premium pay- 
ments on life policies during years of 
retirement. 

You can obtain a policy on the 
“Endowment at Age 65” plan, which 
provides protection for a beneficiary 
over a long term of years, and in the 
happy event of the insured living on 
to the maturity date, he, himself, reaps 
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the fruits of his earlier thrift, as the 
roceeds of the policy are then paid to 
finn. In the event of his earlier death 
the insurance is of course paid to his 
beneficiary. You can get a $5,000 
policy on this plan for an annual 
oremium of less than $155. This 
would be on a non-participating basis. 
If the coverage is taken with a partici- 
pating life institution, then the cost 
per annum would run from 20% to 
25% higher in the initial premium, re- 
ducible thereafter by annual dividends. 
Life insurance agents—like other 
Business men—naturally want to sell 
their product, but representatives of 
well known “Old Line” institutions are 
as a class able men and capable of ex- 
plaining their policy contracts in de- 
tail. If any “points of importance fe- 
main obscure” as you intimate might 
occur, either the agent or his Home 
Office will be more than willing to en- 
lighten you further on such matters. 
This department has preferred to re- 
frain from offering preferential advice 
regarding well known and reputable 
“Old Line” life companies. You are 
in a vicinity where a number of such 
companies have general agencies. If 
you wish to obtain information from 
us on any one of them, we shall be 
glad to write you further. 





Which Company? 


Insurance Editor:— 
Wilk you please advise me the best com- 
posy and insurance for me io tahe @ thé 







two companies that I bring to 
your attention. First I want 
an insurance policy of $10,000 
to pay into the company for 
about 20 years leaving the 
dividends and in case of sick- 
ness or being disabled the com- 
pany to pay the premiums and 
then at my death after gettin, 
the policy I want it to be pa 
to my benefictary in monthly 
payments and at her death any 
of said sum left to go to the 
children. 

The agent for Company A 
made me thé following rate 
for policy paid up at age 65; 
first premium $453.31 and each 
year thereafter to be less as to 
amount the money has earned. 

The agent for Company B 
made me the following rate for policy 
ordinary life paid up in nineteen years first 
premium $429.10 and each year thereafter 
to be less as to amount the money 
earned. 

Now then my age is 39 years, my occupa- 
tion is section signal supervisor and both 
agents are unable to find a rate in the 
books my rate not being listed. Have told 
both agents that I am going to take the 
best policy with the lowest rate for me to 
pay and in turn made application with each 
company on the arrival of the policy to 
take the one that I have to pay the least. 

1 am asking you with the above informa- 
tion which one of the companies do y 
think best for me to take out my policy 
with and any further information you may 
give me regarding insurance? Very truly 
vours—H. S.C. 





There are two companies whicn bear 
a title similar to the first company to 
which you refer in your letter. Both 
however are well rated “Old Line” in- 
stitutions, and I think your interests 
would be well protected in either. The 
other company you mention (Company 
B) is one of the largest life companies 
in the world, and enjoys an excellent 
reputation. 

You cannot make a fair comparison 
of the policies offered by the two com- 
panies as each policy is on a different 
plan. Both are good contracts and either 
would doubtless meet your needs. One 
policy is apparently on the “Endow- 
ment at Age 65” plan, and the other 
on an Ordinary Life basis. You say 
that “both agents are unable to find a 
rate in the books”; but this may be due 
to the fact that your occupation calls 
for a special rating for which they 


(Please turn to page 810) 
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Many Readers Present Their Views 


Ladies and Gentlemen, the meeting will now be called to order. The question under debate is— 
“Resolved, that Bonds have superior qualities for investment over Stocks.” To bring new readers up 
to date on the debate, let us state that the affirmative was first presented by Stephen Valiant and the 
negative offered more recently by Thomas Hand, who suggested further discussion of this interesting 
investment topic. This suggestion, having been passed along to readers by the BYFI Editor, received 
immediate response. From the number of articles that discuss various angles of the “Stock versus 
Bond” controversy already received by us, we present three on this and the following pages that 
appealed to us as particularly interesting. Further discussion is invited, particularly of the personal 
experiences of readers with their own investments that might cast new and interesting angles on the 
subject thrown open for debate in these columns. ‘ The Eprror. 





and income of his permanent investments than over their 


“Personally I Agree with 








rise or fall in the stock market. The fundamental con- vestt 

: ception is the protection of principal and income. Where greal 

Mr Valiant” this result is paramount, rather than the making of profit from 

° by the sale of securities when the market is favorable, then one 

Bs 1 trend of the bond market may be disregarded en- oo 

tirely.” a 

By James B. Morman Personally I thoroughly agree with this position. But in T 

the issue of February 8th, 1930, page 628, Mr. Thomas | this: 

WO recent articles in the BYFI Department have Hand vigvrously challenges the arguments of Mr. Valiant | Goo 
brought forth for discussion a very important sub- and discusses them under the theme of “Stocks versus whi 

ject, namely, whether bonds are a better permanent Bonds.” brie 
investment than stocks. The editor has asked for ideas and fen 
experiences from the readers of THE MAGAZINE OF ‘WALL Safety First feos 


STREET, and I herewith present my contribution to the 
subject. 

In the issue of December 28th, 1929, page 383, Mr. 
Stephen Valiant discusses the topic—“What is the best 
time to buy bonds?” I have read that article over again, 
as I did at the time of its appearance and, if I can read 
straight, he preseuts his convictions that an investor in either 
bonds or stocks is more deeply concerned over the safety 
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But this is not Mr. Valiant’s topic at all. Uppermost in 
his mind was the problem of safety of investment or the 
protection of investors whether they invested in bonds or 
stocks or both. He makes a comparison of both types of 
security, pointing out in the case of a bond that the real 
strength and primary safeguard of one’s investment is in 
the ability of a borrowing corporation to pay the interest 
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rate during the life of the loan and the principal thereof 
at maturity. With that he contends the trend of the bond 
market has nothing whatever to do. And he is right. Why? 
Because the fluctuations of bond market prices usually have 
no influence whatever on the earning capacity or financial 
stability of the bond-issuing corporation. 

Mr. Valiant’s views with reference to the safety of in- 
vestments in stocks may best be stated in his own words 
as they are well worth repeating: 

“In the case of a common stock investment, the same 
protection is not afforded in the indenture of the issue. 
There is no obligation on the part of the corporation of 
issue to pay any fixed amount of income, nor to repay the 
investment at any specific date. Consequently, when one 
buys a common stock for investment, the only protection 
for the principal of his funds is the ability to sell the shares 
of stock to some other investor. Whether this transaction 
can be arranged at a profit or a loss depends upon the pre- 
vailing quotations on the stock exchange. In other words, 
the trend of the market determines the marketability of a 
common stock investment. No future date can be antici- 
pated when the corporation will repay the sum invested 
in its stock. Therefore, the common stock buyer can only 
protect the principal of his investment by successfully gaug- 
ing the future trend of stock prices.” 





Protection the Controlling Principle 


Let the reader note particularly how the idea of safety or 
protection dominates this entire paragraph which is char- 
acteristic of the spirit and purpose of the article through- 
out. Nowhere does Mr. Valiant make a general comparison 
of the superior merit of bonds as against stocks for an in- 


vestment. It is Mr. Hand's article which raises that com- 
parison and it is too broad to get us anywhere in a dis- 
cussion. For bonds as well as stocks sold on the market 
are issued by some particular business concern. These may 
be compared on their merits. Then it will be found that 
some bonds are better as an investment for income than 
some stocks and vice versa. This will remain true as long 
as such securities are offered for sale, the final test of finan- 
cial superiority being the amount of income or profit de- 
rived therefrom. 

Anyone having surplus funds to invest has a large field 
of both bonds and stocks from which to make a choice. 
That decided, then one may choose to invest primarily for 
an income or primarily for profit. The purpose of the in- 
vestment makes all the difference in the world. 

I am inclined to think that Mr. Hand did not fully grasp 
the significance of Mr. Valiant’s point of view. There is 
no doubt that a gain or a loss may occur from the purchase 
of bonds or stocks because there is always a certain element 
of risk attached to every form of investment.’ But that is 
not a question at issue. Mr. Valiant’s contention was that 
‘a person investing in either bonds or stocks primarily for 
income was not concerned with the rise or fall on the stock 
exchange of the price of his bond or stock holdings because 
those fluctuations had no effect whatever on their yield 
of income so long as he retained his securities. It is wholly 
a question of investing for income and holding on to one’s 
securities no matter what may take place on the stock 
exchange. 

Take Mr. Hand’s own case in comparison with my own 
in the matter of Liberty Bonds. Probably the element of 
patriotism entered into our purchases rather than from the 

(Please turn to page 802) 





The Bond Side of the Argument is Superior 


HE recent article by Mr. Hand in THE MAGAZINE OF 
WALL Street on the subject of the “Supremacy of 
Bond Investments” versus the “Common Stock In- 

vestments” piqued my curiosity. I read this article with a 
great deal of interest, and came to the conclusion that 
from the particular point of view of the writer, it was 
one of distinct merit. However, there is another point of 
view, and through the generosity of this magazine I have 
the opportunity to present it. 

The particular point of view which I wish to stress is 
this: That whether or not a bond or a common stock is a 
good investment depends on many factors in any list of 
which the financial standing of the particular investor is 
one of considerable weight. It shall be my purpose in this 
| brief article, to examine some of the underlying assump- 
‘tons of Mr. Hand's article, and to submit to the readers 
another conception of what constitutes an ideal investment. 


Looking Back 





To answer Mr. Hand directly we might say that bonds 
were not the only safe investment in some dim dark age of 
the hoary past. 

Let us take an actual investment of $500 made in the 
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But Bonds Alone Are Not the 
Investment for Any Thinking Man 


By James V. McGrLi 


stock of the United Shoe Machinery Corporation in 1890. 
At present market prices of $65 per share our investment 
would amount to $25,000 exclusive of the extra cash divi- 
dends which helped in the purchase of a home. 

However, the writer contends that bond investments in 
the long run can and do challenge the “common stock” 
enthusiast. Bonds and bonds alone are not the sole invest- 
ment for any thinking man. Our contention, stated at the 
outset, is that in any controversy over stocks versus bonds, 
the bond side of the argument is superior. 

Let us take some of the argument quoted by the “whole 
army of college professors.” A text book for secondary 
schools cited the following comparison between stocks and 
bonds. 


Stocks Bonds 


1. The owner is a partner in 1. Owner is a creditor. 
the Corporation. 2. Owner has no voice in the 
2. The owner has a vote in management. 
the affairs of a corpora- 3. Owner receives interest. 
tion. 4. Interest is fixed. 
3. The owner receives divi- 
dends. 
4. Dividends depend on earn- 
ing capacity. 
Let us take up the element of safety. The interest on 
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bonds must be paid. Dividends on stock, however, may 
or may not be paid, depending on the earning capacity as 
well as on the management of the corporation. Interest 
payments on bonds have been defaulted, but not frequently. 
On the other hand, scarcely a day goes by without a news- 
paper article describing the plight of some gullible indi- 
vidual, who had never heard of “blue sky laws” until he 
found his little nest egg appropriated by the high pressure 
salesmanship of some bucket shop. 

The U. S. Steel Corporation has had remarkable prog- 
ress and growth, a fact which Mr. Carnegie could have 
forecast. Carnegie took his profits, however, in the form 
of bonds ($200,000,000) I believe. He figured on the 
principle of “safety first” when other people were using 
his money. Kuhn, Loeb & Co. bought the entire issue of 
New York City bonds floated last May. Life insurance 
companies invest more money than any other group of 
business concerns, and their investments are confined to 
bonds and mortgages in New York State. The agitation 
to change the New York State insurance law, thus per- 
mitting insurance companies to purchase common stocks, 
has apparently passed into a state of “innocuous desuetude.” 
The above instances of “bonds first” are legion. 

Secondly: Like Mr. Hand, I was one of the million 
who bought Liberty Bonds at par. I went further. I 
bought some below par. One in particular was a Victory 
4% at 96. This bond was redeemed a few months later 
and netted 714% basing the return on the yield to matur- 
ity. “The fact that these prime investment issues came 
back is not beside the point,” unless it is conceded that 
the recent upward climb of common stocks from the panic 


prices reached in November is also beside the point. 

Thirdly: After coming back from France, I had to 
handle my mother’s investments. I found that the lure of 
common stocks had swayed her rare good judgment. Some 
of the stocks purchased came back but Manati Sugar pur- 
chased at 113 is now quoted among the odd lot shares at 
prices ranging from 6 to 20, while Plant Pfd., after two 
reorganizations, is worth $15 or less a share. 

From then on, while not slighting stocks entirely, 90% 
of her investments have been confined to bonds, 40% of 
which are in legal rails or utilities. 

One argument not advanced by Mr. Hand is the so-called 
“Raskob idea” of buying purchasing power through the 
medium of common stocks. From 1896 to the present the 
secular trend of prices took the upward swing. For the 
future, however, the gold supply will not keep pace with 
the population or the volume of business, according to such 
well-known economists as W. C. Mitchell, Irving Fisher 
and Gustave Cassel. This simply adds another argument 
to the sponsors of fixed interest bearing securities. If lower 
money rates are due to stay (in the long run of course) 
the bond coupons though fixed in amount will be able to 
purchase more of the necessities and luxuries than they do 
at present. 

The writer does not set himself up as a protagonist of 
bonds alone. Common stocks well selected and carefully, 
yes very carefully, watched, will pay in the long run. 
However for the ordinary investors, those with limited 
incomes, the safeguards both legal and practical make high 
grade bonds the preferred vehicle for the investment of 
surplus funds. 





Both Stocks and Bonds are Desirable 


A View Which Holds That Messrs. 
Hand and Valiant Are Both Right 
and Both Wrong in Their Contentions 


By Truman C. PENNEY 


over the relative merits of Stocks vs. Bonds, as a 
champion for both classes of securities? 

I have read with considerable interest the articles by 
Messrs. Valiant and Hand, and feel that these gentlemen 
are both right and both incorrect in their contentions. This 
seemingly anomalous statement can be explained by saying 
that they are right in their major premises, viz.; that both 
Bonds and Stocks are desirable mediums of investment, but 
a in stating that one or the other class is the preferable 
orm. 

In a period of rising money rates the bond holder suffers 
both from a market and income standpoint. As bonds, 
assuming that they are the obligations of perfectly sound 
and prosperous corporations and lack any convertible fea- 
ture, tend to follow money rates from a market stand- 
point. In.other words, a 5% bond in a 6% money market 
will sell, generally speaking, at a discount sufficient to 
bring the current return, or the yield to maturity, in line 
with the existing rates for money. 

Then too, in periods of inflation with rising commodity 
prices, your bond holder finds himself with a fixed income, 
the purchasing power of which is probably considerably 
under that of the time at which his investment was made. 
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M* I throw my hat in the ring of your controversy 


A fixed income which normally may have been sufficient 
for his wants may prove to be entirely inadequate during 2 
period when the purchasing power of the dollar is greatly 
diminished. One needs but point to the situation in Ger 
many shortly after the war to establish the truth of this 
statement. Here it is then, that if high grade common stocks 
are also held, the investor finds himself rewarded with 
greater dividend returns on his stocks. 

The converse of the above is also true in times of deflated 
currency or low money rates. Here it is that the common 
stockholder suffers through the probable decrease or rece 
sion of dividends and the bond holder comes into his own 
through having a fixed income with a materially higher pur 
chasing power. 

The above statements may sound slightly academic, but 
they have been proven true over a period of years. This 
being the case, why not follow a “Via Media” and in 
clude in your investment account both bonds and stocks, 
as each will serve as a balance wheel for the other? In 
nation-wide discussion of this problem several years ago. 
the almost unanimous decision was that a cafefully selected 
and well rounded investment account should contain both 
bonds and stocks, the bonds for greater security and fixed 
return, the stocks for possible appreciation, and as an offeet 
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for inflated commodity prices and lower purchasing power. 

My feeling is that it is impossible to state that either 
bonds or stocks are the ideal form of investment. It would 
be just as ridiculous to say that all men by the name of 
Jones should buy bonds and all the Smiths should be stock- 
holders. Circumstances alter situations considerably, and 
this is particularly true of the building up of an investment 
account along sound lines, rather than on a hit or miss way 
of buying anything that is offered, or confining one’s activi- 
ties to a single class of securities. The purpose of, or rea- 
son for, such an investment account must be considered, 
whether or not it involves the investing for a widow, who 
is entirely dependent upon the income received from such 
an account, or for a business man, who is laying some- 
thing aside for the future. The former would be better 
advised to have only high grade bonds and sound dividend 
paying stocks, while the latter may well include some non- 
dividend stocks in situations that hold considerable promise 
for the future, present income not being so essential. 

Mr. Hand takes exception to Mr. Valiant’s statement: 
“The bond buyer should have no real concern with the 
market value of his investment,” and I agree with Mr. 
Hand. While security of principal and fixed return may be 
the primary consideration, market value enters into the 
scheme of things most decidedly, because who knows when 
some unusual, or unlooked for need of funds may necessi- 
tate the disposal of some of one’s holdings? 

At the same time, I believe that Mr. Hand has gloss 
over this same question of market in his brief for commo 
stocks. Needless to say, the same thing holds true here, 
and one needs only to point to cases in the recent market 
collapse where the pledging of bonds as collateral with 
both the banks and brokerage houses saved many indi- 
viduals from utter ruin, with stock prices dropping so 
rapidly that sufficient collateral pledged in the morning 
was entirely inadequate by night. True, a strict adherence 


to the best principles of estate building does not allow of 
margin operations, but how many of us kept strictly to this 
creed during the past bull market? 

Another point to be considered is that during the recent 
bull movement it was almost impossible to buy any high 
grade stocks, which carried a fair investment return, and 
to a person depending upon his or her investments for a 
living, this presented a real problem. 

One often hears the remark: “The kind of investments 
that I make are those that I can lock up and forget.” No 
policy can be more dangerous than this. I do not advocate 
such a close following of one’s investment that temporary 
market conditions cause unnecessary worry, but I do feel 
with conditions in industry changing as rapidly as they do, 
and with the wealth of financial information and advice 
available as it is to anyone who can read, careful periodical 
check of one’s investment holdings is both necessary and 
advisable. When good bonds can be purchsed at levels 
far and above the income derived from common stocks, 
lighten your stock holdings, and when the good stocks get 
back to an income basis that is satisfactory,- consider ex- 
changing some of your bonds, because I do not know of a 
time when both bonds and stocks were selling at unusually 
high levels. 

Both Mr. Valiant and Mr. Hand present a convincing 
argument why bonds and stocks are suitable mediums for 
investment, so why not accept these gentlemen’s statements 
without closing our eyes to the disadvantages and draw- 
backs contained in both types. 

As matters stand at this stage of the debate, many effec- 
tive points have been scored on both sides of the question. 
But there are others to be heard from, both from the stand- 
point of academic principles and personal experience with 
both kinds of securities. These articles will appear in sub- 
sequent issues. 

THE Eprror. 














For Saving 


1. SAVINGS BANK. A _ convenient de- 
pository for the accumulation of regular 
or intermittent savings at compotnd inter- 
4 est. Funds are always available and may 
g # be withdrawn as soon as they reach suit- 
able proportions for employment in more 
" profitable mediums. 


2. BUILDING AND LOAN shares serve as 
convenient, long range (10 to 12 years) 
mediums for the accumulation of savings. 
Through regular monthly payments this 
form of savings also possesses the element 
of gentle compulsion. 


3. ENDOWMENT INSURANCE is a means 
of securing insurance protection and at the 
same time accumulating savings. Also 
possesses merit of regularity in savings but 
in view of small return, should not occupy 
too large a place in the accumulating 
program. 





the early stages of their income building pro 


able for the employment of sums accumulated throu 
listed are intended for a permanent investmen 





BYFI RECOMMENDS— 





Security Price 
1. Illinois Central 
40-Year 4%s, 1966...... 98 4.8 
2. Public Service Elec. & Gas 
Ist & Ref. 5s, 1965...... 103 48 
3. Standard Oil of N. Y. 
deb. 4%s, 1951......... 96 48 
4. Western Pacific 
ist 6s, 1946 ........... 98 5.2 
5. Youngstown Sheet & Tube 
ist SF. “A” 5s, 1978.... 101 49 
6. New York Steam 
ist “A” 6s, 1947........ 106 8.4 
7. Chesapeake Corp. 
Conv. Coll. 5s, 1947..... 100 5.0 
8. Associated Dry Goods 
Fe OR, Sea 90 6.7 
9 Hudson & Manhattan 
Conv. 5% Pfd. .......- 77 6.5 
10. Southern Pacific 1 
eee See 4.8 





The BYFI Recommendation Table is intended primarily to serve as a constant fuide to inexperienced investors through 
. On the left, the advantages of each 
for accumulating regular savings are outlined. On ee right, a progressive tabulation of investment securities suit- 

gh savings is presented. 
and as such, will ultimately provide a sound backing of income pro- 
ducing securities, affording safety of principal, fair return, and offering the protection of diversity. 


For Investment 
Recent ‘Yield 
% 








of three principal mediums 


ese issues, if purchased in the order 
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Business Activity Irregular 


Rate of Industrial Advance Is Moderated—Shifts 
Apparent in Retail Fields—Price Trends Mixed 
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Steel Comes Back 


\\ 7 HILE steel operations seem to 
have assumed a virtually level 
plane for the time being with 

departures, if any, on the upward side, 

the aggregate recovery since the first 
of the year has been more extensive 
than even the optimistic had prophe- 
sied. Official estimates have placed 
January output at 71.51% of capac- 
ity as compared with 59.07% averaged 
in December and February totals are 
expected to be near 80%. Current 
rates are slightly above 80% and 
place production less than 20% below 
the record heights attained in May, 

1929, and only slightly below output 

of February, 1928, which was a good, 

normal steel month. 
(Please turn to page 821) 








COMMODITIES* 


(See footnote for Grades and 
Units of Measure) 


Steel (1) ....... $34.00 $38.00 983.00 
Pig Iron (2)..... 18.50 18.60 18.50 
Copper (8) .....- 6.17 @.17% 6.17% 
Petroleum (4) 1.46 1.20 1,20 
OEEE) cccoccse 1, 1.60 1.57% 
Cotton (6) ..... 0.17% 0.15 6.15 
Wheat (7) ..... 1, 1.98% 1.98% 
eae 1.08% 1.00% 1.00% 
ogs (9) ...... 0.10% 0.08% 0.10% 
Steers (10) 16.50 14.66 14.50 
Coffee (11) ..... 0.10% 0.00% 6.10% 
Rubber (12) €.16% 6.15% 6.16% 
Wool (18) ...... 6 0.33 0.38 
Tobacco (14) 0,14 0.14 0.14 
Sugar (16) ...... 0 0.08% 0.08% 
Sugar (16) ...... 0.05% 0.06 0.05 
Paper (17) ..... 0.08% 0.08% 0.08% 
Lumber (18) ... 20.03 19.91 20.01 


* February 22, 1930, 


(1) Bessemer billets, $ per ton; (2) 
Basio Valley, $ per ton; (3) Electrolytic, 
c. per 1b.; (4) Mid-Continent, 36°, $ ‘per 
bbl.; (5) Pittsburgh, steam mine run, $ 
per ton; (6) Spot, New York, c. per pound; 
(7) No. 2 Red, New York, $ per bushel; 
(8) No. 2 Yellow, New York, $ per bushel; 
(9) Light, Chicago, c. per pound; (10) Top, 
Heavies, Chicago, 10° Ibs.; (11) Rio, No. 
7, spot, c. per lb.; (12) First Latex crepe, 
ce. per Ib.; (18) Ohio, Delaine, unwashed, 
c. per Ib.; (14) Medium, Burley, Ken- 
tuckey, c. per Ib.; (15) Raw Cubas, 96° 
Fall Duty, c. per Ib.; (16) Refined, c. per 
Ib.; (17) Newsprint per carload roll, c. per 
Ib.; (18) Yellow pine boards, f. 0, b 


per M 



























THE TREND IN MAJOR INDUSTRIES 


STEEL—Operations in the steel industry continue to trend upwards 
and while the rate of increase has been moderated somewhat, gains 
in production are following heavier volume of orders and the im- 
provements to date have been kept on an economically sound basis. 
Prices have been comparatively steady for the past month and earn- 
ings, while probably less than last year, are not expected to be un- 
satisfactory. 


METALS—Copper markets are fairly quiet at present. Volume, it is 
true, is necessarily larger than it was a month ago but consumers 
are begrudging purchasers and are showing no disposition to antici- 
pate requirements. On the other hand, producers continue to re- 
trench through curtailment and economies and the price deadlock 
gives indications of becoming a prolonged affair—a condition that 
will hardly redound favorably towards earnings of copper interests 
in the near term. 


PETROLEUM—The petroleum situation has become further embroiled 
with the development of additional cuts in quotations for bothcrude 
and refined products and with expressed disagreement within the 
industry. Producing interests are blaming the too extensive opera- 
tions of refiners for the current unfavorable position and refiners 
very properly point to the fact that distillery runs are not as ex- 
cessive as crude output. Nevertheless, until production is actually 
curtailed, profit prospects will remain unpromising. 


TIRES—The recent acquisition of the two leading tire manufacturing 
companies by important interests well known to industry for their 
previous, successful operations seems to point to a revamping of 
the tire field which may lead to the installation of more modern 
and efficient methods and, consequently, to more profitable opera- 
tions than have obtained under the old highly competitive regime. 


RETAIL TRADE—Contrary to previous expectations, sales of princi- 
pal chain store systems increased approximately 9% in January 
over the same month last year. This gain, however, is thought to 
be due largely to more extensive distributing facilities and to the 
shift in public buying to less expensive fields. 


RADIO—Demand for radio sets and equipment has developed more 
favorably than was anticipated a month or so ago and two well 
known manufacturers are reporting highly satisfactory sales. More- 
over, there are indications that curtailed production is helping the 
industry to a more satisfactory statistical position. However, 
profit margins are still narrow and net profits can bear considerable 
improvement. 


RAILROAD EQUIPMENT—With actual orders developing in heavy 
proportions and with extensive inquiries hanging over the market, 
February freight car buying may pass the 17,000 mark. Locomo- 
tives, also, are being taken in good numbers. 

SUMMARY—While the improvements registered in activity have been 
somewhat irregular to date and although unfavorable factors are 
not lacking, the genera! trend is not discouraging and should be 
gradually heightened as -ii¢ season wears on. 
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1930 Indexes 1929 Indexes 
Number of (428 Issues) Recent Indexes (379 Issues) 
Issues in Group —at ,r- A — 
Group High Low Feb. 15 Feb. 22 Close High Low 
428 COMBINED AVERAGE ,,.... 123.4 109.0 128.4 123.1 109.0 178.1 105.6 
40 pe SE eee oeeee 189.0 129.0 139.0 136.8 129.0 169.5 120.8 
8 Agricultural Implements ..... 348.0 258.0 322.7 $26.7 258.0 655.5 237.1 
3 Aircraft (1927 Cl.—100) .... 112.0 82.2 108.0 112.0 86.0 307.1 78.0 
8 Amusement ...... Sasovedcoce 170.0 123.4 167.4 167.4 129.6 268.0 121.5 
22 Automobile Accessories ...... 103.0 84.2 100.8 100.8 84.2 212.6 82.9 
18 Automobiles ..............00. 68.7 63.0 67.1 68,7 54.2 184.9 62.1 
3 Baking (1926 Cl.—100) ...... 53.7 48.7 53.7 60.8 43.4 96.3 39.8 
2 Bisowlt ..rcccccccccece 232.0 189.9 219.5 224.0 189.9 267.6 177.0 
5 Business Machines - 246.3 218.1 246.2 245.2 219.4 385.8 206.0 
2 eer +. 200.8 169.8 200.7 200.8 171.9 273.5 157.1 
9 Chemicals & Dye 235.9 216.9 233.8 2381.7 220.4 363.9 204.5 
4 CE Dns tiv coseunecnccdiesace «+. 101.7 83.5 98.9 101.7 83.8 124.0 177.0 
16 Construction & Bldg. Material. 96.4 \. 96.4 95.0 82.4 145.4 76.6 
13 OOPper.o2.ccsccece we adonvoseee 211.7 191.0 202.0 194.8 194.5 391.6 189.6 
4 DAY: ETOGUOes: ......2cccce08 oo. 106.7 81.4 106.7 103.5 86.5 146.0 73.3 
10 Department Stores .......... 42.6 97.3 40.7 40.4 $8.0 86.5 37.5 
9 Drugs & Toilet Articles...... 185.6 128.6 181.6 1383.6 128.6 199.2 119.2 
8 Electric Apparatus ......... - 215.7 172.9 215.7 209.4 172.9 298.5 161.3 
8 PIS oa ob cu cei0''s 04-05% 46.3 40.1 44.9 44.8 40.8 121.4 36.5 
2 Finance Companies .......... 146.2 101.4 127.9 146.2 101.4 2138.9 95.3 
4 Furniture & Floor Covering... 119.2 108.7 110.0 108.7 109.2 209.3 102.3 
6 Household Appliances ...... - 72.3 67.3 12.8 10.4 57.8 110.8 56.6 
4 Investment Trusts .......... 163.7 125.7 162.2 163.7 125.7 406.2 113.3 
3 MEAT GEER co ovceccscecidecs +. 152.6 126.1 140.6 137.1 182.6 418.6 127.5 
a DENTE, cancccctcccseee cocccee 68.6 61.7 67.0 65.2 62.2 3,7 | 
3 MNES ROCRINE bcs ccvewvescces 58.6 60.1 56.2 63, 64.2 104.4 61.2 
45 Petroleum & Natural Gas..... 109.1 102.1 102.1-1 102.7 106.7 171.7 104.5 
6 Phon’phs & Radio (1927—100) 134.9 94.0 110.7 115.5 129.6 $21.1 116.3 
23 Public Utilities ...... Heswae’ 258.9 224.6 258.9 268.9 224.9 8.4 194.2 
11 Railroad Equipment ......... 115.4 99.2 115.4 114.0 99.2 136.1 95.0 
3 CO Bee ae 141.7 127.2 140.4 1387.1 127.2 180.56 117.9 
2 OO ere ere 91.2 79.4 85.6 84 19.4 17838 7 
2 Soft Drinks (1926 Cl.—100)... 217.8 195.5 217.8 214.9 198.4 244.0 183.5 
15 PAT Tee ooo 187.6 117.8 137.6 184.5 117.8 178.4 112.8 
6 SIRS RA ereareae 45.1 9.5 41.4 40.1 39.7 81.6 39.2 
2 PRR nc cM ei davisnin sto 0060 237.7 214.0 235.0 228.0 214.0 295.2 191.4 
3 Telephone & Telegraph ...... 170.6 162.7 170.6 170.4 167.8 252.3 1650.1 
6 OENEE o.5:ais 5 ain sen 9:0 wag. 950 .6\0\6 70.2 49.9 66.7 70.2 49.9 128.5 48.1 
8 Tire & Rubber .......... eoee 98.6 25.6 33.6 $2.9 25.6 111.4 25.6 
13 |, EEE ee 107.8 83.4 106.8 105.3 83.4 184.6 79.6 
5 A waeieer 80.4 66.2 80.1 8.4 65.2 140.4 68.9 
2 Warlety Gores ....<csreccees 97.38 79.1 79.1-1 79.4 88.7 188.2 83.9 
l—New LOW record since 1928, 
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1929 1930 
(An unweighted Index of weekly closing prices specially designed for investors. The 1930 
Index includes 428 issues, distributed ameng 42 leading industries, and covers about 90% 
of the total transactions in all Commen Stocks listed on the New York Steck Exchange. dt 
is compensated for stock dividends, rights end assessments and reflects all important price 
movements with a high degree of accuracy, Our metheds of making annual revisions in the 
list of stocks included renders it possible to keep the Index abreast with evolutionary changes 
in the market, without impairing its continuity or introducing cumulative imaccuracies.) 
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your personal problems. 





The Personal Service Department enables you 
to adapt THE MAGAZINE OF WALL STREET to 
If you are a yearly 
subscriber, you are entitled to receive FREE OF 
CHARGE a reasonable number of PERSONAL 
REPLIES BY MAIL OR WIRE on any security 
in which you may be interested. The inquiries 
presented in each issue are only a few of the 
| thousands currently received and replied to. The 


“SERVICE-SECTION: 


—ep les: > = 


ANSWERS TO INQUIRIE 


SUBSCRIBERS—ATTENTION 


tion. 


be answered. 


use of this personal inquiry service in conjunc- 
tion with your subscription to the Magazine 
should help you to get hundreds or thousands 
of dollars of value from your $7.50 subscrip- 


Inquiries cannot be received or answered by 
telephone nor can personal interviews be granted. 
Inquiries from non-subscribers of course will not 
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SIMMONS Co. 


Now that Simmons’ disappointing earn- 
ings report for 1929 is out of the way, 
would you advise averaging on 25 shares 
of the common which cost me 138? I in 
tended to do so but the continued weak- 
ness of the stock has caused me to hesitate. 
How many times its annual earnings would 
you say this stock és entitled to sell?—~S. 
T. E., Evanston, Ill. 


The Simmons Co., an outstanding 
producer of iron, steel and brass bed- 
steads, bed springs, mattresses, steel 
furniture, etc., got off to a good start 
last year but felt the effects of the gen- 
eral business decline in the final quar- 
ter, with the result that ings for 
the full year amounted to but $4.14 
per share of common stock as com- 
pared with $3.88 a share on a slightly 
smaller capitalization in 1928. Earn- 
ings for the first six months of 1929 
were equivalent to $3.09 per share and 
at that time it was estimated that re- 
sults for the year would be from $6 to 
$7 per share. However, as pointed 
out above, economic conditions prevail- 
ing in the final quarter offset the good 
showing made in the first six months. 
The company recently entered the gen- 
eral furniture trade through acquisi- 
tion of a Grand Rapids, Mich., com- 

any, and with the good will built up 

y huge advertising expenditures, there 
is no reason to believe that this branch 
will not be highly successful in the 
course of time. At prevailing quota- 
tions the shares, however, cannot be 
considered as undervalued and do not 
impress us as offering any particular in- 
ducement to make fresh commitments. 
Considering the company’s importance 
in its particular field, capable manage- 
ment and reasonably well defined pros- 
pects for the future, the shares would 





Are You Sure of Your Broker? 


We invite correspondence from readers desirous of ascertaining 
the status of brokers with whom they intend to do business. We 
make no charge for this service, as we recognize the importance 
of having our readers deal through reliable firms. 





Be Brief. 


dt al dl oe 





Subscribers wishing to avail themselves of the privileges of the Personal 
Service Department should be guided by the following: 


Confine requests for an opinion to THREE SECURITIES ONLY. 
Special rates upon request to those requiring additional service. 
Write name and address plainly. 








seem entitled to sell at an arbitrary 
ratio of from 12 to 15 times earnings. 


———— 


AMERICAN STEEL FOUNDRIES 


What is the standing of American Steel 
Foundries common as a railroad equip- 
ment stock? I have 50 shares at 70 held 
for over a year. Is there anything to the 
talk of a real advance in rail equipment 
issues in the near future? Would Ameri- 
can Steel Foundries participate in such a 
movement?—W. H. L., Canton, Ohio 


American Steel Foundries holds a 
strong position in the railway equip- 
ment field, and operations are further 
diversified through the manufacture of 
castings for ships, the production of 
mining equipment and the conducting 


of general engineering work. How- 


ever, the company depends chiefly on 
buying of new equipment by railwa 

and traction lines, and as a result, 
profits have shown a tendency to vary 
from year to year in line with condi- 
tions prevailing in those fields. The 
downward trend of profits witnessed 
in 1928 was reversed last year when 


the net income reached $4.79 a share, 
or a gain of 57.3% over the $3.02 re- 
ported in the previous year. This, of 
course, was a reflection of improved 
buying by carriers, and the company 
entered the current year, with pros 
pects of a satisfactory volume of busi- 
ness for the first half year, although it 
is possible that volume will experience 
some decline later in 1930. Earnings 
declined from 1923 to 1928, due to un- 
favorable conditions prevailing but the 
company took advantage of the lean 
years to modernize its plants and im- 
prove operating methods. A marked 
reduction of costs resulted. An idea of 
the close cdntrol of expenses and 
high operating efficiency of the com- 
pany may be gained from the fact that 
during the depression period from 1923 
to 1928 the company only failed once 
to earn enough to cover dividends on 
both classes of stock in addition to pre: 
ferred stock sinking fund. The com: 
pany is in a strong financial position; 
the issues of stock outstanding are not 
preceded by a funded debt; and the 
company is following a policy of re 
(Please turn to page 795) 


When Quick Service Is Required Send Us a Prepaid 
Telegram and Instruct Us to Reply Collect 
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When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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SUITABLE INVESTMENTS 


¥ 


for Individual Needs 


The problem of each individual investor is to select, from 
the many and varied offerings of new securities, those 
best suited to his own requirements. In this selection 
The National City Company with its wide-spread buy- 
ing and distributing organization, its background of long 
experience, and its financial resources, can be of service. 


In America, National City offices in important financial 
centers, interconnected with the head office and 
with each other by private wire, are at your con- 


venient call. 


Albany, N. Y. 
Atlanta, Ga. 
Atlantic City, N. J. 
Baltimore, Md. 
Birmingham, Ala. 
Boston, Mass. 
Buffalo, N. Y. 
Chicago, IIl. 
Cincinnati, Ohio 
Cleveland, Ohio 
Dallas, Texas 
Davenport, Iowa 
Denver, Colo. 
Detroit, Mich. 
Hartford, Conn. 


Houston, Texas 


Indianapolis, Ind. 
Kansas City, Mo. 
Los Angeles, Calif. 
Louisville, Ky. 
Memphis, Tenn. 
Miami, Fla. 
Milwaukee, Wis. 


Minneapolis, Minn. 


Newark, N. J. 
New Orleans, La. 
Oakland, Calif. 
Omaha, Neb. 
Pasadena, Calif. 
Philadelphia, Pa. 
Pittsburgh, Pa. 
Portland, Me. 


Portland, Ore. 
Providence, R. I. 
Rochester, N. Y. 
St. Louis, Mo. 

St. Paul, Minn. 
San Diego, Calif. 
San Francisco, Calif. 
Scranton, Pa. 
Seattle, Wash. 
Spokane, Wash. 
Tacoma, Wash. 
Toledo, Ohio 
Washington, D. C. 
Wilkes-Barre, Pa. 
Montreal, Canada 
Toronto, Canada 


The National City Company 


National City Bank Building, New York 
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Income Tax Department 
Conducted by M. L. Szemman 


This is the seventh of a series of articles by Mr. Seidman on how to prepare 
income tax returns, that will appear regularly in these columns. Mr. Seidman 


is a well-known tax expert and has written numerous articles.on taxation. He - 


will answer all income tax questions that might be directed to him by our readers. 
Unnecessary duplication will be avoided by publishing one type reply which fully 
satisfies the queries in other letters: Questions should be addressed to Mr. Seid- 
man, c/o THE MAGAZINE OF WALL STREET, 42 Broadway, New York City. 
All communications must be signed by the inquirer, but no names will be dis- 


closed in the published answers. 


normal tax, the surtax and the 

earned income credit, we are 
ready to complete the picture on the 
possible tax computation by discussing 
the tax on capital gains and losses. That 
is the object of this article. 

Special and favorable consideration 
is given to the tax on gains from so- 
called capital assets. It will be recalled 
that the surtax rate goes up to 20% 
and the normal tax rate to 4%, so that 
one may have to part with 24% of his 
profit for income taxes. Under the 
capital gains provision, however, the 
tax rate is limited to 12!4%, where 
what is sold had been owned for two 
years or more. The theory of the law 
is that it is unfair to tax a profit in the 
regular way all in one year, when the 
profit really has accrued over a period 
of years. On the other hand, where 
the transaction results in a loss instead 
of a gain, the limitation works just the 
other way and the tax that would 
otherwise be payable, cannot be re- 
_ by a maximum of 124% of the 
Oss. 


Nov that we have covered the 


The Two Year Period 


In determining whether property 
has been held for the necessary two 
year period there are some peculiar 
things that should be noted. In the 
first place, if a stock dividend is de- 
clared, it is not the date of the actual 
receipt of the new stock that starts the 
two-year period. Instead, the new 
stock is deemed to have been already 
held for as !ong as the old stock had 
been owned. In 1928, for example, 
the General Motors Co. declared a 
150% stock dividend. If a person 
bought 100 shares of General Motors 
in 1922, he received in 1928 an addi- 
tional 150 shares. ‘These 150 shares 
are regarded as having been owned by 
the stockholder since 1922, so that if 
he went out the day after he had ac- 
tually received the shares and sold 
them, the gain or loss would be re- 
garded as a capital asset transaction. 

The situation is similar with respect 
to property that is acquired by gift. 
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If A bought a piece of real estate in 
1923 and gave it to.B in .1929, and 
B sold it in 1929, B is deemed to have 
held the real estate since 1923, and, 
therefore, any profit would be regarded 
as capital gain, and any loss as capital 
loss. 


Capital Gains Optional 


To what extent does the capital gain 
feature really result in a saving? In 
the first place, not everybody's income 
is subject to a 12'4% tax. It is ap- 
parent, therefore, that as to such in- 
dividuals, a tax of 124%4% on their 
capital gains would be a detriment 
rather than an advantage. However, 
since the law is designed to help where 
profits are involved rather than hurt, 
provision is made that it is optional 
with the taxpayer whether he wants 
to come under the capital gain limita- 
tion or not. As a general proposition, 
the tax rate on incomes below $35,000 
is less than 12!4%, so that all those 
whose income is less than that amount 
should not elect to come under the 
capital gain provision, but, instead, 
compute their tax in the regular way. 
Those whose net incomes are in excess 
of $35,000 will probably find it profit- 
able to take advantage of the tax rate 
limitation on their capital gains. 

Let us work out an example to bring 
this home more forcefully. We will 
assume that A, a married man, with 
no dependents and an earned income 
of $5,000, has a total net income of 
$75,000, of which $25,000 is from 
capital net gains and $50,000 of ordi- 
nary income. If no consideration were 
given to the capital gain provision and 
the tax were computed in the regular 
way on an income of $75,000, the tax 
would be $9,598.13. However, by giv- 
ing effect to the capital gain limita- 
tion, the regular tax is computed on an 
income of $50,000, resulting in a tax 
of $4,598.13. The tax on the $25,000 
of capital gains at 12!2% would be 
$2,875, making the total tax $7,472.13. 
As the tax without the capital gains 
provision was $9,598.13, there is a say- 
ing of $2,126. 
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ee it comes to capital losses, the 
rule is in one very important r 
different from that if Geta oan 
We said that it was optional with the 
taxpayer whether he computed his tay 
considering the capital gain feature or 
not. In the cases of capital losses 
however, where the 12% limitation 
results in a higher tax than if the in. 
come were computed in the regular 
way, the tax must be computed on the 
basis of the capital losses. 

Let us take the case of A again, and 
we will assume this time that the situa. 
tion is reversed. He has a net income 
of $50,000, arrived at by deducting 
from the ordinary income of $75,000 
capital losses of $25,000. The tax on 
an ordinary net income of $50,000 is 
$4,598.13. However, by considering 
the capital loss limitation, the tax is 
first computed on the ordinary income 
of $75,000, or a tax of $9,598.13. The 
effect of the a0 loss of $25,000 is 
a maximum reduction of 12!4%, that 
is, 12'%2% of $25,000, or oe A’s 
tax is, therefore, $6,723.13. If the 
limitation for capital losses did not 
have to be considered, but, instead, 
everything computed on the regular 
basis, the tax would have been $4, 
598.13, so that as a result of the capi- 
tal loss limitation, A must pay a higher 
tax by $2,125. 





QUESTIONS AND ANSWERS 
Rights 


Q. In the sale of “Rights” to buy 
additional stock, is this considered as 
profit on the stock or can it be con 
sidered as a dividend? M. T. D. 

A. When a “Right” is received, it 
is deemed to cost the stockholder some: 
thing. The amount is determined by 
apportioning the cost of the stock on 
which the “Right” is received, on the 
basis of the value of the “Right” and 
the value of the stock at the time that 
the stockholder becomes entitled to the 
“Right.” Gain or loss is therefore de- 
termined by reference to that com 
puted cost. However, the taxpayer 
has the option of reporting the entire 
proceeds from the sale of “Rights” as 
income. In that event he needn't make 
any adjustment reducing the cost of 
the stock on which the “Rights” are 
received, for the cost of the “Rights.” 


Brokers Account in Incorrect Name 


. When a stock transaction has 
been handled with a broker in the 
name of one person, but really repre- 
sents the interest of two individuals, 
each wishing to have his share of the 
profit or loss, whichjjever the case 
might be, should tach person show his 

(Please turn to page 802) 
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Out of Town 
Accounts 


small 
accounts are being handled by 
our Mail Investment 
ment from all over the United 
States and many Foreign 
Countries. 


This department is al 
willing to correspond wih 
customers in distant parts and 


aid in selecting securities most 
suited to their particular needs. 


Copy of our interesting booklet 
“Odd Lot Trading” sent upon 
request. 


Ask for M. W. 751 
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are constantly investigating business 
trends and particularly the PRES.- 
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vidual companies. 
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Far-Sighted 
Men and Women 
Want Safe Securities 


HOUSANDS of men and women 
fee providing for the future 
—and its uncertainties—by in- 
vesting their money—or some 
part of it—in securities which 
combine attractive yield with 
sound security. It is essential that 
they invest through a House 
which has a proven record of 
successfully handling large and 
small accounts. 

It will be interesting to many 
investors to know the Straus 
policy of investment counsel to 
clients. For many years we have 
provided sensible and impartial 
advice to all types of investors. 
We make no distinction in degree 
of service between the large in- 
vestor and the small one. 


Write for our booklet,“How to Invest Money.” 


S.W. STRAUS & CO. 


INCORPORATED 


INVESTMENT SECURITIES ‘ 


STRAUS isaiedatat 
Telephone— Plaza 4200 


ESTABLISHED IN 1882 


565 Fifth Ave.—at 46th St. 
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iggett & MyGISs sce bdiucssaes Directors 3-10 
PTGS ooo sdn ced coec hocate Annual 8-10 
a agg Tiettttette teense Directors 8-11 
Net Bi incre CT ee Directors 3-18 
eer éspadiemegconceee Directors 3-12 
Wal mt, BENG ei caceade Directors 3-15 
vr worth Co, ..... bnigepeeeuet Directors 8-12 
Se EES Diveotors 3-12 
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THE 


AMERICAN FOUNDERS GROUP 


includes 


American Founders Corporation 
International Securities Corporation of America 
Second International Securities Corporation 
United States & British International Company 


Ltd. 


American & General Securities Corporation 


Consolidated Resources $200,000,000 








Send for this 
BOOKLET 


This booklet, ‘How to 
Invest Money}’will help 
you formulate a definite ° 
program for sound,con- 
servative investments. 
It will be sent you with- 
out charge. In writing, 


BOOKLET 9662 
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Our 
Stock Advisory 
Department 


Under Personal Supervision of 
WALTER THOMPSON, Jr- 


Invites inquiries from business 
men regarding the current 
economic situation. Definite 
recommendations will be made 
upon request. 


Out-of-Town 
| Traders 


are afforded expeditious and 
efficient personal service. 
Consultation is invited regard- 

conservative marginal 
accounts. 


NEWMAN BROS. 
& WORMS 


New York Stock Exchange and 
other leading exchanges. 








| 25 Broad Street New York 
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Low Interest, Low Taxes— 
High Business 


(Continued from page 753) 








we indulged in such excessive specu- 
lation as we did in 1929, and never 
before has industry felt it quite so 
keenly. You can't suddenly drop bil- 
lions of dollars from security valua- 
tions without severe unsettlement. But 
all this will pass; it’s just like the an- 
swer of one man to an inquirer who 
asked if he thought it would stop rain- 
ing—"“It always has.” 

“It seems to me that the important 
question is: Have we learned our les- 
son so well that we will not make the 
same error again? Will we again mis- 
take the bubble for the substance? Will 
we forget that the only basis for pros: 
perity is thrift and that thrift does not 
consist in discounting an unknown and 
distant future, but rather in being able 
to count wealth in hand or that which 
though in futurity, is so certain to de- 
velop, when judged by all the stand- 
ards of the past, as to be almost a pres- 
ent possession? 

“Interest rates are softening. Fed- 
eral Reserve Banks are lowering their 
rediscounts. Call money is down to 
normal. At current prices good stocks 
generally afford a dividend yield that 
makes them worth carrying. Corpora- 
tions no longer are more interested in 
lending money on call than they are 
in financing themselves instead of is- 
suing ‘rights’ or selling more common 
stock. These are all trends in the right 
direction. Now let's get taxes down 
and we will have reached a solid busi- 
ness foundation on which we may 
build for a healthful growth of busi- 
ness.” 








Will American Rails Split 
Their Shares? 
(Continued from page 763) 








for many reasons. Its profit and 
loss surplus at the end of 1928 was 
$258,798,617. On December 3lst 
last it was $295,010,378, an increase 
of $36,212,761 in the one year. 
The system includes such big earners 
as Michigan Central and Big Four, 
which were taken over under lease as 
of February Ist, last. Michigan Cen- 
tral, in both 1928 and 1929, earned 
more than $103 a share on its stock, 
practically all of which New York 
Central owns. Last year alone: the 
latter received over $22,000,000 in ex- 
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tra dividends from Michigan Central 
and other subsidiaries. 





Will Atchison Split Its Shares? 


And there is the Atchison. No one 
well-informed cares to make many def. 
nite predictions as to what its ultra 
conservative board will do with its big 
earnings and surplus. For 1929 net 
operating income showed an_ increase 
of $13,319,805 over 1928. Net in 
come was equal to almost 23% on the 
common stock. At the close of the 
year cash and marketable securities in 
the treasury totaled nearly $80,000, 
000. Profit and loss surplus as of De 
cember 31st, 1928, had reached $283, 
366,273. It is still bigger now— 
perhaps $300,000,000—and ever in 
creasing. 

Last year the common stock almost 
reached $300. It will sell there again 
if the shares are left with the present 
par value. Some day they will be 
split. 

There are other American railroad 
stocks selling at high prices, whose 
companies make large earnings and 
have large surpluses and pay good divi- 
dends. Among them might be men- 
tioned Atlantic Coast Line, which dur- 
ing the life of Henry Walters, chair. 
man, is not likely to split its shares— 
but he is past 80. The same may be 
true of Louisville & Nashville, control 
of which is owned by Atlantic Coast 
Line. Both are particularly strong 
roads in every respect. The stocks 
sold last year at 20914 and 1543, re’ 
spectively. 

Delaware & Hudson is bound to do 
something in the way of an extra dis 
tribution. Its stock is getting back to 
ward the 200 mark, the dividend is 
9% a year. The company has nearly 
$70,000,000 cash on hand. It belongs 
to the shareholders. 

Other strong American railroads, 
the par value of whose common shares 
is practically certain to be reduced in 
time are Lackawanna, Illinois Central 
and Southern Railway. 

Last Fall Chesapeake & Ohio direc: 
tors voted to split the common stock of 
that company on a 4 for 1 basis. Stock 
holders approved the plan subsequent: 
ly, but so far the I. C. C. has not made 
known its decision. Quite possibly 
the Van Sweringens will split Nickel 
Plate common in due time. Probably 
they will leave Pere Marquette as it 18 
Something may be done toward split 
ting up Burlington shares if that stock 
is once released as bond collateral. 
Jersey Central, because of merger com’ 
plications, may be left as it is. The 
same may be said of Norfolk & West 
ern, which sells around 260. 

Judging from the market action of 
Canadian Pacific, onthe day its split 
ting up was announced, and for some 
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Buy This Stock Now? 


We are recommending the purchase of a stock so outstandingly attractive that every 
investor should own it. You, yourself, should now buy this stock because: 


There are many reasons to believe that it will not long be available at current 
levels. The stock is obviously so cheap in view of its brilliant prospects that 
the opportunity to purchase it at these favorable levels can hardly be expected 
to exist for long. 


During the past nine years it has shown an average annual appreciation of 35 
per cent, having brought riches to thousands of individuals. 


A large increase in earnings is in prospect for the current year. The stock will 
undoubtedly advance substantially as soon as it becomes generally known that 
a further gain in earnings above the 1929 record may be expected. 


The stock represents the largest and strongest company in an established 
industry that forges steadily ahead year after year, regardless of the state of 
general business. 


A close study of the probable future development of American industry leads 
to the conclusion that the line which this company dominates is entering a 
period of even more rapid growth and expansion than has been experienced 
during the past decade. 


It is strictly a “blue-chip” stock, one of the class which the conservative inves- 
tor is always desirous of obtaining. Nevertheless, conditions are such that it 
can be said to have speculative possibilities unsurpassed by any issue on the 
Board. 


This issue should continue to be one of the leaders of the market. We feel 
justified in urging its immediate purchase by every investor. 


We are just placing this information in the hands of our subscribers through a Special 
Stock Market Bulletin. We shall be glad to send YOU a copy of this bulletin while 
the stock is still available at these highly attractive price levels. 


Simply fill out the coupon below and we will send you this Special Stock Market Letter 
by return mail—without cost or obligation. We will also include copies of all of our 


tins and an instructive booklet “MAKING MONEY IN 


SIMPLY MAIL THE COUPON 





Kindly send me specimen copies of 
your current Stock Market Bulletins. 
Also a copy of “MAKING MONEY pee Address 
IN STOCKS.” This does not obli- Home 

gate me in any way. CF widwssdeviesrsenices ee ye eee 
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‘maki Up Your 
Mind To This 


There is no alternative for hard 
work and thrift if you want to 
get anywhere financially. 


Only continued effort can double 
the money that took effort to 
make! 


Put your funds in 54% PRU- 
DENCE-BONDS, back by first 
mortgages on  income-earning 
properties and a Guarantee of 
more than $16,500,,000 of Pru- 
dence funds. 


won't double your money 
overnight, but they will double it 
in time, which is something that 
speculation very seldom does! 


May we send you de- 
scriptive literature? 
It will interest you. 


Ghe PRUDENCE 
COMPANY, Inc. 


Under Supervision of N. Y. State 
Banking Dept. 

331 Madison Ave., at 43rd St., N. Y. 

162 Remsen St., Brooklyn, N. Y. 

161-10 Jamaica Ave., Jamaica, N. Y. 


sueeeeen:MAIL FOR BOOKLET®*2eee= 
M.W. 1499 
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Gillette 
Safety Razor 
Company 


A report on the company 
will be furnished 


upon request 
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time before, any of the now high 
priced American railroad stocks, such 
as those mentioned, should be closely 
It would seem practically 
certain that they would make a similar 
response to a plan for splitting the 
shares or materially increasing distri- 
butions to stockholders, no matter what 
the form might be. 








Domestic and Overseas 
Diversification in Utility 
Investment 
(Continued from page 765) 








tion, and 2.7% from other services. 
Non-operating revenue amounted to 
$1,025,625 and other income netted 
$3,511,096, derived from interest, en- 
gineering fees, net from subsidiaries 
not utility properties, and miscellaneous 
income. Operating expenses were $20,- 
577,942, taxes (exclusive of Federal 
taxes) $3,074,969, maintenance $3,- 
433,809, and depreciation $3,559,967. 
Maintenance and depreciation together 
were equivalent to about 14.3% of the 
total gross operating revenues, a fairly 
liberal allowance in utility practice. 
After all prior charges there remained 
for the stocks of the Utilities Power & 
Light Corp. net income of $7,013,999. 
Earnings on the Class “A™ stock for 
the period was $5.81 on the average 
number of shares outstanding, an@ to 
$4.45 on the number outstanding af the 
close of the period. On the common 
stock outstanding at the end of -the 
period, the earnings amounted to $1.41 
per share. 


Equity Securities Attractive 


The capitalization of the Utilities 
Power & Light consists of $14,000,000 
—5'4% Gold Debentures due 1947, 
$36,000,000—5% Gold Debentures 
due 1959 with warrants to buy equity 
stocks, 162,970 shares of 7% cumula- 
tive preferred stock of $100 par value, 
1,236,000 shares of Class “A™ stock, 
1,295,500 shares of Class “B” stock, 
which is the voting stock, and 1,241,- 
500 shares of common stock, all three 
classes of equity stocks of no par value. 
The subsidiary and controlled com- 
panies have outstanding in the hands 
of the public $171,212,581 of funded 
debt, and $44,289,542 of preferred and 
common shares. 

The Class “A™ stock is a preferred 
equity stock entitled to receive $2.00 
per share in each year before any divi- 
dends are paid on the Class “B” or 
common stocks. Then dividends may 
be declared on the two latter classes to 
an amount not exceeding in the aggre- 
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gate the total amount req 
$2 dividend on the Class 
each share of the Class “B” 
mon stock to receive an eq 
in any such dividend distribution, 
Thereafter additional dividends may be 
declared at such rates that the Class 
“A” stock will receive one-half of the 
total amount of such additional divi- 
dends, and the Class “B” and the com- 
mon stock the other half, each share 
of the latter two classes receiving the 
same amount in such additional divi- 
dend distribution. 

If net earnings are distributed in the 
manner outlined above, the earnings on 
the Class “A” stock for the twelve 
months ended September 30th, 1929, 
are equal to $2.22 per share which 
compares with applicable earnings of 


$4.45 per share, while the Class “B”’ 


and the common stock earnings ure 
equal to $1.08 per share as against ap- 
plicable earnings of $1.41 per share. 

The Class “A” stock is listed on the 
New York Stock Exchange currently 
selling for 38. Paying a dividend of 
$2 in cash, or 10% in stock, this se- 
curity gives a cash return of about 


514%, or if dividends are taken in‘ 


stock, an annual return of 10%. The 
preference feature of dividend pay- 
ments lends the stock a conservative 
tone, while the participation feature 
gives it at the same time attractive pos 
sibilities for price appreciation as the 
earning power of the properties con- 
tinues to develop. The common stock 
which emphasizes the speculative fea- 
ture more is actively traded in on the 
New York Curb Market currently sell- 
ing for 22, returning a yield of 4.52% 
on the present dividend of $1 in cash. 
From the viewpoint solely of price ap- 
preciation it offers greater proportion: 
ate possibilities than does the Class 
“A” stock. 








Liggett and Myers Tobacco 
(Continued from page 769) 








pany’s reports, giving no details of 
total sales, expenses, etc., makes it 
rather difficult to estimate accurately 
the probable effects of the higher 
wholesale price upon current earnings. 
Allowing, however, for the increase in 
the number of class B shares which will 
be outstanding after March 12th, and 
assuming the company’s ability to suc: 
cessfully maintain its present trade posi 
tion, 1930 earnings should closely ap: 
proximate $10 per share on the com: 
bined class B and common shares. 

In each of the past three years, an 
extra dividend of $1 per share was 

aid to both classes of 'dommon stock: 
holders and total disbursements in 1928 
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and 1929 amounted to $5 a share. In 
the event that estimated earnings are 
borne out by actual results, stockhold- 
ers would have ample reason for antici- 
pating more liberal dividend treatment 
this year but even on the basis of the 
present rate, the shares at recent levels 
around 97 (ex-rights) yield an attrac- 
tive return considering their merited 
investment rating. 

Both classes of common stock share 
equally in dividend disbursements and 
are identical in every other respect 
with the single exception that the class 
B shares have no voting power, this 
privilege being held by common and 
preferred stockholders. There is usu- 
ally a slight difference in the market 
values of the two classes of common 
and their selection may be left to the 
investor, depending upon which issue 
is favored by prevailing quotations. 

The company’s established trade posi- 
tion developed under the guidance of 
an able management, its long and un- 
broken record of dividend payments, 
impregnable financial position, and ex- 
cellent prospects for continued expan- 
sion of earning power are factors which 
should commend the shares to the con- 
servative investor seeking to share in 
the future growth of a profitable in- 
dustry and one which has been singu- 
larly immune from ordinary vicissi- 
tudes. 








Answers to Inquiries 
(Continued from page 784) 








tiring the preferred as quickly as con- 
ditions permit. The common stock 
must be regarded as a speculative ve- 
hicle but is not without moderate at- 
traction as such, and we would not be 
inclined to discourage retention by 
present holders. 


GILLETTE SAFETY RAZOR CO. 


| am writing you for I know you will 

give me a detailed and unbiased report on 
Gillette Safety Razor common. Holding 
25 shares at 132, I am greatly worried by 
the recent decline and wonder how much 
further it may go. Shall I continue to 
retain my stock and average around 95? 
Is the $5 dividend secure?—D. R. A., New 
Bedford, Mass. 


While the net income of the Gillette 
Safety Razor Co. for 1929 showed a 
decline of 16% from the peak reached 
in 1928, amounting to $6.48 a share 
last year as against $7.74 in 1928, the 
reduction was due largely to prepara- 
tion for the production of the new 
model razor and blade which will short- 
ly be introduced. The activities of the 


apy dinting the final three months 


were coneentrated on the new 
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More 


Horsepower 


In Florida, a new hydro plant just 
completed . . . in New Jersey, a 
steam station under construction 

. in Maine, another hydro de- 
velopment under way. 


So throughout the fifteen states 
served by subsidiaries of National 
Electric Power Company, generat- 
ing equipment is being extended to 
meet the increasing demands for 
electric power in a rich industrial 
and agricultural area, from Maine 


to Florida. 


w~— 2. 


NATIONAL ELECTRIC 
POWER COMPANY 
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E extend the facilities of our organi- 
zation to those desiring informa- 
tion or reports on companies with which 


New York 
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Electric Bond and Share Company | 
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over 1000% 
increase in 
one year 


Our Graphic Chart on 
BRITISH TYPE INVESTORS 
Shows Why! 

Send for Chart— 


Steelman & Birkins 


60 BROAD STREET, NEW YORK 
Tel. Han. 7500-5973 
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Uptown New York Waterbury 
Syracuse New Haven Providence 




















SSS S533 RS ES35S3535353 S33 
E333 E33 ES3E3E5563 











ee S5E353563953 


Largest in 
the World 


OUGH the exercise of 

a policy which from 

the beginning has combined 
conservatism with aggres- - 
siveness, Stewart-Warner has 
continued to grow  un- 
til today, it is recognized as 
the largest manufacturer of 
automobile accessories in 


the world. 


The users of its products 
now number in excess of 
twenty seven millions. And 
the number is increasing as 
fast as expansion opens 
new markets. 


Ask your broker for a list 
of products manufactured, 
also for a copy of the last 
financial statement. Or ap- 
ply direct to the Corpora- 
tion. 


STEWART-WARNER 
CORPORATION 
1826 Diversey Pkwy., Chicago 
Stewart-Warner Alemite Corp’nofCanada, Ltd. 
The Bassick Co. 

















| products which resulted in curtailing 


output of the old razors and blades. 
The year 1929 was the first year since 
1910 that earnings of the company 
have shown a decline, and this condi- 
tion can best be looked upon as a tem- 
porary setback. It is reported that the 
company has booked orders for ap- 
proximately 30,000,000 new model 
razors, which is more than the entire 
1928 production. The report for the 
first quarter of 1930 may not be favor- 
able in comparison with the similar 
three months of 1929, since maximum 
production of the new products will 
not have been reached. However, op- 
erations should be on a normal basis by 
the second quarter, as preliminary pro- 
duction problems will have been large- 
ly overcome, and the basis laid for fu- 
ture operations which are expected to 
eclipse results from the old products. 
An important factor is that the new 
razor will be brought out in models to 
retail from $1 up, placing the product 
within reach of all. With the com- 
pany enjoying a strong financial posi- 
tion and the outstanding place in the 
industry, future operations seem des- 
tined to be maintained on an even more 
satisfactory basis than in the past. The 
dividend was covered even in the slack 
1929 period, and should be earned by 
a wide margin when the expenses in- 
cidental to the inauguration of the 
new products are ironed out. We 
favor retention of your shares, and feel 
that additional stock purchased at cur- 
rent levels will reward patient holders. 


NATIONAL CASH REGISTER 


Owing to present uncertain general 
business conditions, would you recommend 
selling 25 shares of National Cash Register 
A even at a loss of more than $1,000? J 
have read that the company is likely to 
report a slow March quarter which may 
cause the stock to sink lower. Conse- 
quently, I would appreciate your advice by 
return mail—B. M. S., Milwaukee, Wis. 


Although 1929 earnings of the 
National Cash Register Co. were lower 
than earlier estimates, the showing of 
the company was highly satisfactory in 
view of the less favorable business con- 
ditions which prevailed in the final 
quarter of the year. The net profit 
for the full year has been unofficially 
reported as being equivalent to about 
$5.22 a share on 1,590,000 combined 
Class A and B shares. This was a new 
record and compared with $5.21 
earned on 1,500,000 Class A and B 
shares in 1928, which in turn was a 
marked improvement over the $4.70 

in 1927. The company ranks 
as the world’s leading manufacturer of 
cash registers producing more than 
600 various models, in addition to 
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chines. Expenses in connection with 
introduction of new machines cut 
heavily into profits in the final quarter 
of 1929, as costs incidental to initial 
production were written down to a 
very conservative figure out of earn. 
ings, instead of employing any of the 
reserve for this purpose. Another 
non-recurring expense in the final quar. 
ter was the operation of the Dayton 
plant at half time in December in order 
to aid employees, although business 
was at a standstill. ile earnings 
for the March quarter of the current 
year are expected to be lower than for 
the corresponding period of 1929, it 
has been officially announced that a 
gradual improvement throughout the 
year is looked for. Foreign business 
has already shown considerable im- 
provement, with a gain in sales of 
124%4% in January over the same 
month of 1929. Domestic sales fell 
off in January but showed improve 
ment in February. We counsel reten- 
tion of National Cash Register com: 
mon for the longer term, believing the 
future outlook for the company to be 
distinctly favorable. 


CENTRAL ALLOY STEEL CORP. 


Last October I bought 50 shares of 
Central Alloy Steel common at 52. Re- 
cently I deposited my stock as required in 
the proposed Republic Steel Corporation 
merger. Now I would like your frank 
opinion of the nearby prospects of this 
new organization assuming that the merger 
will be completed, Is it to be a long drawn 
out process before any tangible benefits 
result from the combine—as frequently 
happens?—O. R. A., Hagerstown, Md. 


Combination of the Central Alloy 
Steel Corp., Republic Iron & Steel, 
Donner Steel and Bourne-Fuller Co., 
into the Republic Steel Corp. has 
raised the new company into the im 
portant position of third ranking or 
ganization in the steel industry, with 
the possibility that the present com: 
pany is but the forerunner of an even 
more powerful grouping. The prod- 
ucts of the new organization will be 
well diversified including tube, sheet, 
tinplate, “stainless steel,” forging and 
alloy steel, bolts, nuts, rods, etc., in 
addition to the basic products. It 
necessarily will take considerable time 
and money to fully consolidate the 
various units of the Republic Steel 
Corp. into a well rounded organiza 
tion, but the new company is a poten 
tial force of importance in the 
industry and its success seems assured. 
An idea of the possibilities of the en 
terprise may be gained from the com 
bined income account of the consti 
tuent companies for the first nine 
months of 1929 which disclosed a net 
pt ef $18,168,160, equivalent to 

63 per shase on the preferred 
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148 Points Profit 


We are swinging into Spring, with indications already 
pointing to an increasingly active market from now 
until Fall—just the period which your test subscrip- 
tion for six months would cover. 
going to be an unusually trying period for the un- 
guided trader and investor. 
staff of security and market analysts we feel confident 


maximum profits with the least risk. 


It does not require a large capital to follow our rec- 
ommendations. 


Only 36 Points Loss 


During January and February 


UBSCRIBERS to The Investment and Business Forecast of The Maga- 
zine of Wall Street take substantial cash profits month in and month 


out. A complete record of every transaction closed out from January 1 


February 28 of this year shows a profit of 148 points with only 36 


points loss—a net profit of 112 points. 


As a subscriber to The Forecast, you would be definitely advised what 
securities offer the best opportunities for profit and also be guided in de- 
termining whether it would prove most advantageous for you to continue 
to hold or switch securities which you may now be carrying. 


Place Your Test Subscription — NOW 





time is kept down to a minimum. A complete record 
of every security closed out during January and 
February—mentioned above—is available on request. 


The Forecast provides you with a definite investment 
and trading program, following every recommenda- 
tion through until it is closed out. Our security 
guidance should be consistently profitable to you, for 
our advices are based on expert interpretation of 
facts and figures. This is proved by our successful 
record, covering the most intricate market periods we 
have ever 


It is, of course, 
But, with our 


who are enrolled with us will obtain 


The number of stocks carried at one 


Mail the coupon below at once and we will 


telegraph or cable you three to five stocks if you check below that you wish to 
take a trading position immediately. 


These stocks will be selected from our current 
and you will be advised when to close them out or cover} 
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The Investment and 
Business Forecast 


is the only security ad- 
visory service conducted 
by or affiliated in any 
way whatever with The 
Magazine of Wall Street. 


mail you the regular weekly and all special issues of The Investment and Business 
Forecast for six months, summarizing 
to make commitments and when to close them out or cover; 
telegraph or cable you the current weekly r 
tunities in Securities” department and wire you usually on Friday the recommenda- 
tion to be analyzed in our regular edition to be mailed you the following Tuesday. 
Definite closing out advices are also given in this department which is chiefly for 
the semi-investor; 

all telegrams or cables will be sent in our private code, if requested (cables cannot 
be sent collect); 

analyze your present and contemplated holdings upon request at any time during 
the term of your subscription and tell you what to do with each security—hold or 
sell; and also answer questions concerning the status of your broker. A thorough 
and expert survey is particularly essential at this time so that you may make profit- 
able switches without delay. 


by wire or cable all important advices—when 
THIS 


COMPLETE 
SERVICE 
FOR ONLY 
$75 


dett 


ion of our “Unusual Oppor- 





CLIP OUT—MAIL TODAY 


THE INVESTMENT AND BUSINESS FORECAST 

of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 
Cable Address: TICKERPUB 

I enclose $75 to cover my six months’ test subscription to The Investment and Business 
Forecast. I understand that I am entitled to the complete service outlined ve. 
($150 will cover a 13 ths’ subscription.) 
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For the 
Small Investor 


Associated Gas and Elec- 
tric Company Class A Stock 
may be purchased on our 
monthly investment plan. 
Present price levels are 
extremely attractive and the 
yield is over 8% in stock 
dividends. 


To Subscribe write for \ 
Class A Circular C 34 


Public Utility Investing Corp. 














MARCH 


Investment Suggestions 


To yield from 
Municipal Bonds ..4.25% to 4.75% 
Railroad Bonds ....4.89% to 5.57% 
Mise. Bds. & Stks.. .5.58% to 7.00% 
Public Utility Bonds. 4.95% to 7.52% 
Pub. Util. Pfd. Stks.5.63% to 7.69% 
Foreign Bonds _ ....5.50% to 8.62% 
Pub. Util. Com. Stks..8.00% to 10%— 

in stock 


Copies on request 


PYNCHON & CO. 


Members New York Stock Exchange 


111 Broadway New York 


112 W. Adams St. 408 Broadway 
Chicago Milwaukee 
LONDON LIVERPOOL MANCHESTER 
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Irving Fisher’s 
new book for investors 
The Stock Market 
Crash and After 


A noted economist’s analysis of the 
Wall Street debacle, with conclu- 
sions of interest to every business 





stock to be outstanding, and to $7.91 
on the new junior es. Economies 
resulting from closer working condi- 
tions, and elimination of duplication of 
efforts should result in gradual upward 
trend in earnings. We are confident 
that you have improved your invest- 
ment position by depositing your Cen- 
tral Alloy Steel stock, and are of the 
opinion that patience on your part 
will be rewarded. 


GULF STATES STEEL CO. 


Has the recent rise in Gulf States Steel 
common discounted the news of the 
rumored -merger with American Rolling 
Mill? Shall I take a profit of 10 points 
on 50 shares of Gulf States or hold on 
awaiting developments? Can you give me 
any definite information concerning this 
merger?—L. G. H., Savannah, Ga. 


The Gulf States Steel Co. has been 
connected by rumors in the recent past 
with two larger: companies operating 
along similar lines; one of which is the 
newly formed Republic Steel Corp. 
and the other is the American Rolling 
Mill Co. For some time it has been 
understood that the Republic Co. was 
buying into Gulf and at last reports 
had acquired a 20% interest. More 
recently, the American Rolling Mill 
Co. was said to have started active 
negotiations to lead to a merger with 
this company. It was reported that 
considerable progress had been made, 
and it is possible that if a mutually 
satisfactory basis for an exchange of 
stock could be arrived at, directors of 
the two companies would ask stock- 
holders to approve the combination, 
possibly within the next few weeks. 
In the event that either of these com- 
panies acquired Gulf, the consolidation 
should prove beneficial to stockholders 
over the longer term and we believe it 
advisable to retain present commit- 
ments awaiting further developments. 


_—_ 


CHILDS Co. 


Do you think the current market price of 
Childs common has fully discounted the 
progress of the company during the last half 
of 1929? This is my conclusion for the stock 
is mi -_— 25 times its ~~ year’s earn- 
ings. you approve taking a paper 
profit of over $500 which I have on 40 
shares?—N. S. G., Elizabeth, N. J. 


Childs Co. gross and net earnings 
for the final quarter and the full year 
1929 reflected distinctly the policies 
put into effect showing the change of 
management last year. These policies 
included a program to build up gross 
business, to reduce expenses, to elimi- 
nate non-paying units and_ establish 
new units in promising neighborhoods. 
For the year ended 31st, 











man. Order now from any book- 

store. $2.50 
' The Macmilian Co. New York 
798 





1929, net profit was $1,277,138, equal 


When doing business with our advertisers, kindly mention THE MAGAZINE OF W.ALL SPRBET 


to $2.56 a common share. This com. 


pares with $1,002,425 in the preceding 


year (including $1,057,059 profit real. 
ized from sale of Savoy-Plaza Corp.) 
or $1.80 a share on the outstanding 
stock. Without this profit, the 198 
year would have closed with a net logs 
of $54,630. Business thus far in the 
current year has shown a good increase 
over the corresponding time a year ago 
and there is every reason to look for a 
maintenance of this situation through. 
out the year. The increase in sales 
in the recent past has been in reflec. 
tion of the combined results of revis- 
ing and enlarging the company’s 
menus, particularly the inclusion of a 
larger amount of ‘meat dishes and an 
extensive newspaper advertising cam- 
paign. A substantial increase in earn- 
ings is anticipated for 1930 and with 
a continuation of the present favor 
able operations are expected to nearly 
double those of 1929. However, the 
common shares at existing levels ap- 
parently discount the expected im- 
provement for the immediate future 
and unless you are prepared to treat 
your commitment as a long pull propo- 
sition and hold with a disregard for 
intermediate market fluctuations, we 
would be inclined to suggest accept: 
ance of the profit which you now have 
available. 


BEST & CO. 


In anticipation of the coming Easter 
season can I reasonably look forward to 
a run-up in Best common which will raise 
it to my purchase price of 542 What, in 
your opinion, has retarded the market ac- 
tion of this stock considering its satisfac- 
tory preliminary. report for last year? 
Shall I continue to hold?—R. B. S.,, 
Poughkeepsie, N. Y. 


Best & Co., operating a specialty 
department store in New York City 
with various suburban branches, re 
ported for the year ended Janu 
ary 31st, 1930, net income of $l- 
279,000, equal, after preferred divi 
dends to $4.20 a common share. This 
was an increase of 27.5% over the 
net of $1,003,900 for the previous 
year or $3.26 a common share, adjusted 
for the 2 for 1 stock split last Fall. 
Sales increased 9% over the 1929 
period and were reported at $14,614,’ 
183. Specializing in quick sales of 
ready-to-wear apparel and novelties, 
the company was apparently less af 
fected by the recession in trade activity 
than many department store enter’ 
rises. Best is continuing to expand 
gradually by the opening of small 
stores in suburban centres, in addition 
to its branches at the summer and win: 
ter resorts. The possibilities of these 
stores seem greater than is generally 
realized and in view of the low over: 
head outside of New York, increased 
earning power from this source may 10) 
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time be substantial. The outlook for 
department stores as a whole, is not 

icularly promising for at least the 
frst half of the current year, although 
there is little evidence that the stock 
of goods on hand is excessive as past 
conditions gave ample warning of less 
active business to come. There is 
small probability, therefore, that the 
majority of such organizations will 
have to assume losses on mark downs 
such as were incurred occasionally in 
former years. While we see nothing 
in the existing situation to warrant 
materially higher prices for the shares 
of Best & Company in the near future, 
the issue appears to offer better than 
average possibilities in the department 
store group. Where investment hold- 
ers are willing to retain with a reason- 
able measure of patience, such course 
would seem wholly advisable. 


GENERAL BAKING 


-1 am holding 200 shares of General Bak- 
ing preferred stock and 50 shares of com- 
mon, I realize that both issues are highly 
speculative but have felt justified in taking 
some risk for the high yield which the 
preferred dividend gave me. Now, how- 
ever, I feel quite concerned as to the safety 
of the present $6 rate on the preferred, 
especially so after reading the company’s 
disappointing annual report. Do you ad- 
vise me to sell my holdings or is there 
some prospect of improvement this year? 
—S. K. N., Terre Haute, Ind. 


In contrast with earlier estimates in- 
dicating net earnings of upwards of 
$8,700,000, the General Baking Corp 
reported net income amounting to only 
$6,439,800 for the year ending De- 
cember 28th, 1929. This showing was 
particularly disappointing in the light 
of the encouraging improvement shown 
in the first 37 weeks of the past year, 
during which period profits gained 
$1,175 000 over the corresponding 
period of 1928. Last Fall, the price 
of the company’s principal product, 
Bond Bread” was reduced, under the 
stress of strong competition, and this 
action apparently accounts largely for 
the sharp falling off in earnings for the 
last 15 weeks of the year. At the close 
of the year, there were 992,980 shares 
of preferred and 3,473,360 shares of 
common stock outstanding and on this 
S$ earnings were equivalent to $6.48 
and 14 cents per share respectively. 
These results compare with $6.86 and 
46 cents earned on the preferred and 
common stock in 1928. The burden 
of taking care of plant expenditures 
totaling nearly § million and the main- 
tenance of dividends on the preferred 
made it necessary for the company to 
resort to borrowing and the year end 
vance sheet revealed bank loans of 2 
million dollars. Cash, which amounted 
to $5,322,000 in 1927 has been succes- 
sively depleted and amounted to only 
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THE WESTERN ELECTRIC COMPANY SEARCHES THE WORLD FOR MATERIALS, AND 
FASHIONS THEM INTO THE EQUIPMENT OF A NATION-WIDE TELEPHONE SYSTEM 
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That time and distance 
may be subject to your voice 


An Advertisement of the American Telephone and Telegraph Company 


Tue Bell Telephone System shapes the 
stuff of the earth to your communica- 
tion needs. It delves into the forces 
and methods that enable you to pro- 
ject your voice where you wish. It 
searches the world for the materials 
needed to put its discoveries at your 
command, and fashions them into 
the connected parts of a nation-wide 
system. 

It has dotted the nation with 
exchanges, and joined them and the 
connecting companies with the wires 
and cables which enable you to talk 
with anyone, anywhere. 

Each of the 24 operating companies 
of the Bell System is attuned 
to the needs of its area. Each 
is local to the people it 
serves and backed by national 





resources in research, methods and 
manufacture. Each has the services of 
the staff of the American Telephone 
and Telegraph Company, which is 
continually developing improvements 
in telephone operation. Each has the 
advantage of the specialized produc- 
tion of the Western Electric Company. 
This production embodies the results 
achieved by the scientific staff of the 
Bell Telephone Laboratories, one of 
the great industrial research institu- 
tions of the world. 

Your telephone company is in a 
position to offer you the service 
which you have today because the 
Bell System is organized to 
meet your growing communi- 
cation needs with increasing 
satisfaction and economy. 








SEITOORAPHED 
LETTERHEADS 


$1.25 per 1000 


IN LOTS OF 50,000 
25,000 at $1.50—12,500 at $1.75 or 
6,250 our Minimum at $2.25 per 1000 
Cc. les. 2 hes ol? per and 
delivery in Greater New York 
ON TE 


20 LB. 
PARAMOUNT BOND 
A Beautiful. Strong, Snappy Sheet 
ENGRAVINGS AT ACTUAL COST 
GEO. MORRISON COMPANY 
552 West 22nd St. New York City 
SEND FOR BOOKLET OF PAPER AND ENGRAVINGS 































PECIALIZING 
in venues. seeurities of pro 
operating tn 31 states, Write ies list 
of offerings yielding 6% and more. 
UTILITY SECURITIES COMPANY 
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“INDUSTRIAL | 
BANKING 
Its Contribution to 


B. smeggeall 


Every investor should 
read this important 
analysis of a branch of 
the Banking Industry 
in which safe and 
profitable investments 
may be made. 

Mail coupon below for this 
thirty page booklet ; also de- 
tailed information on the 
BOND & SHARE UNITS 
of INDUSTRIAL CREDIT 
CORP. whichare offered TO 
YIELDNINEPERCENT. 


Felix Auerbach Co. 
Sole Distributors 
280 Broadway New York 




















Executive Training 


exOUnG Men 


at BABSON INSTITUTE 


Every ambitious young man should pre- 
pare to take aleading part in the new business 
world. New conditions have no mercy on 
those who depend on “picking it up” as they 
go along. But rewards, richer than ever, 
await those who have the foresight to pre- 
pare themselves. 


“Babson Institute can provide you with a 
practical knowledge of Finance, Management, 
Production and Distribution. Actual con- 
tacts with factories and business organizations 
show you how to apply this knowledge to 
everyday business problems. As a Babson 
student you would live in a business en- 
vironment for nine months of intensive 
work. You would get “brass-tacks” training 
that wastes no time on non-essentials but 
gets right down to business as it is. 


Send for Booklet 


You owe it to yourself to find out how the Babson 
Institute may provide a direct route to business achieve- 
ment for you. Send for a copy of “Training for 
Business ership” which gives full in 


Fill in coupon below : 
BABSON INSTITUTE 
182 Babeon Park, Mass. 


Please send me, withcut any obligation, your 
booklet, ‘Training for Business Leadership,” 
and complete information about your intensive 
business course. 


tion. 











$1,733,930 at the close of 1929. As 
a consequence, there was an excess of 
current liabilities over current assets 
totaling $424,574. The necessity of 
correcting this situation strongly sug- 
gests the probability of an adverse 
change in the preferred dividend rate. 
The company is undoubtedly one of 
the most important units in the baking 
industry and enjoys the distinction of 
being the most efficiently operated sys- 
tem. etition and small profit 
margins, however, have made it diff- 
cult for the.company to satisfactorily 
support its rather large stock capitali- 
zation, with“the result that common 
shareholders have never received a 
dividend and now the disbursements 
to preferred stockholders are in danger 
of being reduced or omitted. The out- 
look does not support an optimistic at- 
titude and unless you are willing to 
speculate on the possibility of more 
stabilized conditions at some future 
time, we believe that your funds could 
be diverted to more profitable and en- 
couraging channels. 


WESTINGHOUSE ELECTRIC & 
MANUFACTURING CO. 


Can you give me any definite informa- 
tion concerning the rumored split-up in 
Westinghouse common? I have 25 shares 
bought last October and can now get out 
about even. Would you recom doing 
so, especially in view of the low yield, or 
shall I hold for 200? My broker tells me 
Westinghouse will reach this point on its 
present move. What is your opinion?— 
V. T. L., Reading, Pa. 


Intensive cultivation of international 
relationship and markets has featured 
Westinghouse’s progress in recent 
years and as the second largest factor 
in the American electrical manufactur- 
ing industry, experienced its best year 
of operations in 1929. Net income is 
estimated to have been in excess of 
$26,500,000, after all charges or about 
$10 a share on 2,665,315 shares of 
combined preferred and common stocks 
outstanding. The additions to surplus 
last year will probably bring that item 
above $80,000,000. Rumors have been 
put forth from time to time regarding 
a split-up of the shares but in the ab- 
sence of official confirmation no definite 
substance is given to this factor. How- 
ever, it is generally conceded that in 
view of the large surplus, stockholders 
are in line to be rewarded, although 
they may be called upon to exercise 
patience. In any event, the longer 
term outlook for the company is excel- 
lent and with its sound position in the 
industry, Westinghouse may be rea- 
sonably expected to continue the gains 
in earnings indicated for 1929. In ad- 
dition to enlarging the sales organiza- 
tion the company has made rapid 
strides in developing manufacturing 
facilities and during. 1930 will spend 


$10,000,000. for this purpose. The 
growth of the electric light and power 
industry opens up a continually ex. 
panding field, and demand from radio 
and aeronautical industries is increas 
ingly important. While the shares at 
existing quotations afford only a nomi- 
nal income return, the outlook holds 
abundant promise and retention over a 
—= of time should bring satisfactory 
ts. 


UNITED STATES RUBBER Co. 


Does the dubious outlook which many 
forecast for the automobile industry in 
dicate that 1930 will be another poor year 
for the United States Rubber Company? 
I have SO shares at 45. What would you 
advise me to do—hold on, average or 
switch?—H. M. L., Joplin, Mo. 


Indications are that the United 
States Rubber Co. just about broke 
even last year. Losses of between $1,- 
500,000 and $2,000,000 on tires alone 
were largely made up by profit on foot- 
wear and m ical ; i 
showing, while disappointing is not re- 
garded as unfavorable considering the 
loss of $10,731,000 reported in 1928, 
and may be accounted for largely by 
heavy expenses entailed in consolidat- 
ing manufacturing operations, the drop 
of crude rubber prices, and the sharp 
falling off in original equipment busi- 
ness owing to the curtailment in auto- 
motive ouvput. Financial position, 
however, is strong with approximately 
$11,000,000 cash on hand against 
which there are bank loans of only 
about $2,000,000. ‘The weakness in 
the situation is the company’s large 
bond and preferred stock capitalization. 
The $18,336,000 of 714% notes fall 
ing due next August may be refunded 
by a new issue bearing a lower interest 
rate although a definite plan has not 
been announced. Conditions in the 
rubber industry are rather unsettled 
with productive capacity in excess of 
demand, and while it is too early to 
gauge the outlook for the current year, 
it is expected that as demand catches 
up with supply, the price of rubber 
will work back to a figure where it 
will yield the grower a fair margin of 
profit on capital invested. However, 
the present situation presents no insur’ 
mountable obstacles to the basic re 
habilitation of the company and while 
holders may have to exercise consider 
able patience before realizing a profit 
on commitments made at higher levels, 
the experienced Du Pont management 
should go a long way toward assisting 
the company to produce profits more 
commensurate with its position in the 
industry. While the shares are specu’ 
lative and additional commitments are 
not advised at this time the underly 
ing factors supply a sufficient basis for 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





wal 


use 


Bu 





Have You Profited 


from the 


Recovery in Stocks? 


The American Institute of Finance—before the bear market of last auttumn—repeatedly 
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h warned its clients and prepared them for the inevitable readjustment ahead. 

vy fs Following the “collapse”, it recommended, for the first time in over a year, the full 
“gmt | use of funds in the purchase of sound stocks. 
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Substantial profits have thus been available through discriminating selections. The 
Institute has stressed the attraction of individual groups, such as utilities, tobaccos and 
amusements. 







Further Opportunities Ahead! 


In spite of the marked advances and satisfactory profits developed, there are still, 
RIGHT NOW, individual stocks in a sound position. 


The Institute’s current Advisory Bulletin thoroughly analyzes existing stock market 
conditions, clearly pointing out individually sound profit opportunities, still available. 
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confidence to warrant retention of 
present commitments by holders to 
whom an immediate return is not a 
prime consideration. 








‘Personally I Agree with 
Mr. Valiant” 
(Continued from page 779) 








definitely stated interest yield. But 
there lay before us the promise of a 
fixed income until the bonds matured 
with the prospect of a profit or loss as 
a result of market,.fluctuations if the 
bonds were sold before maturity. For 
some reason not stated, he was among 
those “who were forced to cash in their 
Liberties at a 15-point discount;” 
whereas I sold mine at a 3-point pre- 
mium. 


Investments for Income or Profit 


Now it may be of interest to readers 
of the BYFI Department to learn that, 
so far as I was concerned, the question 
of profit or loss never entered into my 
calculations. My bonds were registered 
with the Treasury Department, were 
placed in my safe-deposit box, and 
were then practically forgotten. The 
income therefrom was received every 
six months by Government check. 
How much Liberty Bonds fluctuated in 
price on the market I neither knew nor 
cared as these fluctuations did not and 
could not in any way affect their yield. 
When the time came for me to buy 
a home as another permanent invest- 
ment, then I sold my Liberty Bonds 
for this purpose because they happened 
to be the security bringing in the low- 
est income. The bonds were sold 
through the Federal Reserve Bank of 
Atlanta, but not until the checks were 
received did I know their quotations 
on the market. This experience sub- 
stantiates precisely the contention of 
Mr. Valiant, namely, that if one buys 
bonds or stocks for income primarily 
he is not concerned with market fluc- 
tuations. 

I notice indications in Mr. Hand's 
article of a tendency to agree with this 
point of view. He says that he is “in 
favor of common stocks for long-term 
investment”; also that he believes “one 
is able to get better results from an in- 
vestment in strong common stock 
issues held for permanent retention.” 
But his nearest approach to it is in 
the next to last paragraph where he 
says: 
“Undoubtedly there is a tremendous 
number of investors who .. . . con’ 
fidently expect the next major move- 


ment in stock values to carry their 
holdings to even better prices than last 
year, with larger incomes paid out of 
growing corporate earnings.” 

This states the entire situation very 
concisely and differs hardly at all from 
Mr. Valiant’s own position, namely: 
(1) That the prices of bonds and 
stocks are determined by market fluc. 
tuations which may result in profit or 
loss; and (2) that incomes on either 
bonds or stocks are paid out of cor. 
porate earnings. 


Bonds and Stocks for Investment 


The only remaining point to be 
stated is that these two results are ab- 
solutely independent of each other. 
Hence it is not a question of bonds 
versus stocks, but of bonds and stocks 
for investment. 


Finally, in this connection let me call 
attention to the table at the bottom of 
the page on which Mr. Hand’s article 
closes. This table (see page 781) con- 
tains BYFI’s recommendations for in- 
vestment. It lists both bonds and stocks 
with their recent prices and estimated 
yields. I have gone back over the is 
sues of THE MAGAZINE OF WALL 
STREET to June Ist, 1929, and have 
been surprised at the slight variations 
in the prices and yields of these securi- 
ties. Therefore, why not take advan- 
tage of the advice there given? The 
best financial magazine in the United 
States steadfastly advises the purchase 
of both types of security for permanent 
investment because as such they “will 
ultimately provide a sound backing of 
income-producing securities, affording 
safety of principal, fair return, and 
offering the protection diversity.” 

All I will add to this is that, if one 
will purchase bonds and stocks of the 
kind there listed and hold them as per- 
manent investments for income, the 
storms of the stock exchange will be of 
no concern to him whatsoever, for they 
can in no way affect the yield of in 
come on his securities. 








Income Tax Department 


(Continued from page '786) 








share of the transaction and make 
notation on his tax return that the 
matter was handled as above stated? 
LA PB, 

A. The name in which an account 
is kept is relatively immaterial. It is 
the actual ownership that counts and 
returns should be made out by the 
owners accordingly. You can call at’ 
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tention to the facts on your return, as 
you suggest. 


Depreciation on Trust Property 


. In the administration of a trust 
fund by a trust, the income of which 
is paid to an individual for life, may 
the individual take the depreciation on 
capital assets as a deduction from in- 
come? E. S. 

A. The allowable deduction for de- 
preciation is apportioned between the 
income beneficiaries and the trustee in 
accordance with the instrument creat- 
ing the trust, or in the absence of such 
provisions, on the basis of the trust in- 
come allocable to each. 


Accordingly, if there are no con: ' 


trary provisions in the instrument cre- 
ating the trust and the individual in 
question receives all the income of the 
trust, he may take full depreciation 
on the capital assets held by the trust 
as a deduction from his income. 


Tax on $20,000 


Q. Can you give me an estimate 
of how much Federal tax I will have 
to pay on a net income of $20,000 in 
both normal and surtax. T. R. H. 

A. The tax will be about $600. 


Husband and Wife Living Apart 


Q. I have enjoyed reading your 
discussion of income tax matters. May 
I ask what are the rules affecting ex- 
emption for married people when they 
are living separately and the husband 
is paying the wife a stated sum yearly 
and keeping up insurance in her favor 
under a separation contract? A. E. S. 

A. When husband and wife are 
separated they are each entitled to the 
exemption of an unmarried person; 
that is, $1,500. 


Listing Stock Details 


Q. In reporting stocks, I have only 
given the actual loss, incurred in the 
stocks sold, the difference between the 
cost of the stocks plus the dividends 
less the amount sold for, which was the 
actual loss. Was that O. K.? I did 
not mention the stocks, but just give 
it in as losses on New York stocks. 


de. 


A. It is not necessary to list each of 
your stocks. All that is required on 
the return is the total cost of the stocks 
sold, the amount for which they were 
sold, and the resulting profit or loss. 


Three Children Supporting Mother 


Q._A friend of mine lives at home 
with his mother and one sister and one 
brother. All three contribute to the 
Mipport of the home, although my 
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MIDLAND 
UNITED 


Subsidiaries of the Midland United Company serve 
the rapidly growing industrial district of northwestern 
Indiana which has come to be known as “The Workshop 
of America.” 

In this district is located the greatest oil refinery center 
in the middle west. Five refineries with a capacity of 
approximately 166,000 barrels of crude oil per day are 
located here. The Northern Indiana Public Service 
Company, one of the Midland subsidiaries, furnishes a 
large part of their electrical requirements, supplying 
four of these refineries approximately 39,000,000 kilo- 
watt hours annually. 

Subsidiaries in the Midland United group serve many 
other important industries, whose products are dis- 
tributed around the globe. 


Common stock of the Midland United Company 
is listed on the Chicago Stock Exchange. 


MIDLAND UNITED COMPANY 


Peoples Gas Building, 122 South Michigan Avenue, Chicago 
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J. S. BACHE & Co. 


Established 1892 


MEMBERS 
New York Stock Exchange Chicago Board of Trade 
New York Cotton Exchange Detroit Stock Exchange 
New York Curb Exchange Philadelphia Stock Exchange 
And Other Leading Exchanges 


Securities Bought and Sold for Cash 

or Carried on Conservative Margin. 
Branch Offices: Albany, Atlantic City, Binghamton, Buffalo, Detroit, 
Erie, Greenville (S. C.), Kansas City, New Haven, Perth Amboy, 
Philadelphia, Rochester, Schenectady, Syracuse, Troy, Tulsa, Utica, 
Watertown, Worcester. In North: Carolina: Charlotte, Greensboro, 
High Point, Raleigh, Rocky Mount, Winston-Salem. In Texas: 
Fort Worth, Houston, San Antonio. 
Correspondents, with private wire connections in all principal cities. 


42 Broadway NEW YORK 


“THE BACHE REVIEW” and “BACHE COMMODITY RE- 
VIEW,” published weekly, will be sent on application 
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friend turns in more than the others 
as he earns more. - Is it possible that 
he can claim exemption as head of the 
family even though his brother and 
sister contribute a little to the support 
of the home? H. G. 


A. The mother would have to be 
chiefly dependent on the person claim- 
ing the exemption. This has been held 
to mean that more than 50% of the 
amount ired for her support must 
be paid by the head of the family; 
otherwise, the exemption is not avail- 


able. 
Tax Free Covenant Bonds 


Q. What is the meaning as regards 
an income tax payer when a bond is- 
sue states it will pay a given per cent 
without deduction for any normal Fed- 
eral income tax to an amount not ex- 
ceeding 2%. E. A. Z. 

A. Where a bond contains the pro- 
vision referred to, the debtor corpora- 
tion pays to the Government the in- 
come tax for the bondholder up to 2% 
of the amount of the interest. The 
bondholders, therefore, can take credit 
in his return for the tax already paid 
in that way. 


Loss of Rents 


Q. Am availing myself of the serv- 
ice offered to inquire about reporting 
a loss on rented property on the in- 
come report. We own a building. 
The building has been vacant since 
March 15th, 1929. May I include in 
the loss the income that I should have 
pabes had the building been rented? 

any 


A. You cannot deduct the amounts 
you might have received as rent but 
didn’t. The fact that you have no rents 
to report already decreases your tax. 
To get a deduction for not reporting 
rents would be to double the loss. 


Undrawn Officer's Salaries 


Q. A corporation pays its officer 
say $10,000, but he actually withdraws 
only $6,000, the balance appearing on 
the company’s books as a_ liability. 
Must the officer report on his individ- 
ual return $6,000 or $10,000? Is the 
company, having charged $10,000, to 
its expense account, allowed to deduct 
this amount from its tax report, in 
spite of the fact that the officer has 
actually only withdrawn $6,000? 
W. J. 


A. Where the corporation reports 
on an accrual basis, it is permitted to 
deduct the $10,000, even though the 
officer has drawn less than that. On 
a cash basis, only the amount actually 
or constructively paid can be deducted. 
So also in the case of the officer if he 
prepares his return on an accrual basis 


he is required to report the $10,000 
earned by him, whether or not actually 
drawn. If he reports on a cash basis, 
then he need only return the $6,000, 
unless the other $4,000 is construc. 
tively received by him. To be con 
structively received, the other $4,000 
must be unrestrictedly available to him 
from the corporation at the end of the 
year, and the corporation must be in 
a position to pay it on demand. 


Return for Deceased 


Q. In the event of death of an in- 
dividual prior to date income tax re 
port is due, is it in order to ignore 
forms mailed to party who had died? 
ive » 4 

A. The return must be filed on be- 
half of the deceased by the executor 
or administrator covering the income 
from the beginning of the year to the 
date of the death. 


Profit on Stocks Bought Back 


Q. I sold 1,000 shares of stock at 
$68 per share, a total of $6,800 and 
bought back at $20, or a total of 3,400 
shares, in the same year. Do I show 
a profit on the $68,000 or do I wait 
until I sell the 3,400 shares which may 
be a year hence? C. T. 

A. The profit on the $68,000 must 
be reported. The mere fact that the 
same stock was repurchased at less than 
what it was sold for does not eliminate 
the profit made on the prior sale. 


Patent Royalties 


Q. Will you please explain how 
monies received for Patent Rights or 
for Royalties are to be treated on In- 
come Tax Reports. C. L. T. 

A. Royalties from patents must be 
reported as income. You have the 
right, however, to deduct depreciation 
on the patent, which is normally 
1/17th of the cost of the patent. 


Employee Abroad 


Q. I would appreciate your inform 
ing me if I have to file an income tax 
return, and if I have to pay a tax on 
any or all of my income. I am an 
American citizen employed by an 
American company in Cuba. My 
work keeps me in Cuba all year & 
cept for about six weeks’ vacation in 
the United States. In addition to my 
salary I have an income from invest 
ments in stocks of American comp?’ 
nies, out of which I pay interest on 
money borrowed to help acquire said 
stocks. W. F. M., Jr. 

A. The income from your invest 
ments is taxable. Your salary, how 
ever, is not taxable if it does not &* 
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ceed the $30,000 earned income limita- 
tion. There is a special provision in 
the law exempting the salary of an in- 
dividual derived from services ren- 


dered abroad for more than six months 


in the year. 


Prior Depreciation and Profit on Real 
Estate 


Q. Have sold a piece of real estate 
which I have held for 10 years. I have 
deducted 2% for depreciation some 
years, other years none, it being a 
brick building:- In figuring income tax 
will I have to add depreciation for 
years that I did not take it to selling 
price? D. A. S. 

A. Prior years’ depreciation will 
have to be considered, even though you 
did not claim it. The law says that 
the amount you could have taken as 
depreciation must be regarded in de- 
termining the profit not merely what 
was actually taken. 


Machinery Fully Depreciated 


Q. Recently I have heard much dis- 
cussion as to Reserve for Depreciation 
Account. For instance, machinery is 
depreciated 10% per year. At the end 
of ten years, what then? J. S. 

A. Depreciation at 10% per an- 
num for 10 years amounts to 100%, so 
that the cost is fully recovered. After 
that point no more depreciation is to 
be taken on that particular machinery. 


Net Income 


Q. Is net income the gross income 
less expense of his business only, or 
can one deduct contributions to church 
and charity and exemption for de- 
pendents to determine net income? 
F. M. F. 

A. Charitable contributions are de- 
ductible in arriving at net income up 
to 15% of the income. In computing 
the tax, the exemption for dependents 
is deducted from the net income pre- 
viously determined. 


Property to Son 


Q. I give to my son a property, 
taking no money, nor do I ever expect 
to be paid for same. He pays me dur- 
ing my life 6% interest on a note for 
same. Do I have to enter as profit for 
this year’s income, the difference be- 
tween the value of land 15 years ago, 
when I bought it, and amount of mort- 
gage taken from him, which is greater 
than the cost of the land to me. T. K. 

A. It is not clear whether you have 
sold the property to your son, or pur- 
chased an annuity from him. On the 
basis of a sale, you have no income to 
report (except for the 6% interest) 
since you received no cash from the 


sale. If it is an annuity, you will not 
have to report even the 6%, until the 
total amount received by you exceeds 
your cost of the property, including 
the 6% items. 


Joint Account Profits 


Q. I am in partnership with an- 
other party in a series of stock market 
commitments. My partner insists that 
since this is a partnership, our income 
should be only reported as the amount 
we have actually drawn down in cash 
from our account. But I contend we 
must report our profitable completed 
trades which aggregate a far larger 
amount. We are anxious to receive 
your reply on this question. R. B. H. 


A. It is the actual profits in the ac- 
count and not the amount that is 
drawn out by you that must be re. 
ported in your tax return. 


Stock Dividend 


Q. In the matter of sale of stock 
which has been issued as a stock divi- 
dend, shall the proceeds of such sale 
be considered as profit on that particu- 
lar stock and reported as such, or can 
it be considered as a dividend which 
is not taxable? L. Y. G. 


A. Neither method suggested by 
you is correct. A stock dividend is 
regarded as a division of the original 
holdings. The cost of the old stock is 
accordingly prorated over the old and 
new stock. Selling the stock received 
as a dividend is the same as selling the 
old stock. Gain or loss is determined 
on the difference between the sales 
price and the adjusted cost per share. 


Income of Father and Son 
Q. My father (widower) and | 


(bachelor) own real estate in joint 
tenancy. Can I report my share of the 
rental separately or must I report with 
father? A. J. B. 


A. You do not make a joint re 
turn with your father. Joint returns 
apply only in the case of husband and 
wife. 


Cash and Accrual Basis 


Q. A partnership has in the past 
made income tax reports on the ac 
plan and now wishes to change to @ 
cash basis. What is the procedure, if 
any, for changing? Also, does the cash 
basis report only such business trans 
action as are actually paid for? H 
W. G. 


A. In order to change from an a 
crual to a cash basis, it is necessary 
apply to the Commissioner of Internal 
Revenue and secure his permission. 
On a cash basis, income and expens 
is reported only when occurring in 
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form of cash receipts or disbursements 
or their equivalent. 


Sales as Gross Income 


When one has a retail business, 
what is designated as “Gross Income”? 
Will my sales be considered as gross 
inome? J.C. W. L. 

A. The $5,000 requirement has 
reference not to the sales, but to the 
profit from the sales. In other 
words, the cost of what was sold is 
applied against the sales price and it 
is only the difference between the two 
that enters into the computation of 
the $5,000 amount. 
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Important Dividend 
Announcements 


NotE—To obtain a dividend direct- 
ly from the company the stockholder 
must have his stock transferred to his 
name before the date of the closing of 
the company’s books. 


Ann’! Amount Stock Pay- 
Rate Declared Record able 


1% All’d Chm. & Dye pfd..1%% Q 388 4-1 


$8.00 Am, Locomotive com.$2.00 @Q 93-18 3-81 
7.00 Am, Locomotive pfd.. 1.75 @Q 98-18 8-31 
9.00 Amer, Tel. & Tel.... 2.26 (Q@. 8-14 4-15 
6.00 Am. W. W. & El, pfd. 150 Q 98-12 4-1 
7.00 Armour (Ill) pfd..... 1.75 @Q 8-10 4-1 
7.00 Armour (Del.) pfd.... 1.75 @Q 98-10 4-1 
8.00 Bell Tel. of Canada.. 2.00 Q 98-22 4-15 
7.00 Bush Terminal pfd... 1.75 Q 814 4-1 


0.28 Cities Service com.... .02% Mo 8-18 4-1 
Stk, Cities Service com... %%Mo 38-13 4-1 
6,00 Cities Service pfd.... .60 Mo 3-18 4-1 
6.00 Cities Service pfd. BB .50 Mo 38-13 4-1 
60 Cities Service pfd. B .05 Mo 8-13 4-1 
6.00 Coca-Cola com......... 150 Q 98-12 4-1 
6.00 Colgate-Palm.-P, pfd. 160 Q 3-10 41 
2.50 Colgate-Palm.-P, com. .628% Q 8-20 4-15 
1,00 Com. Solvents com.... .26 @Q 3-10 3-81 
Stk, Com, Solvents com.... 


7.00 Crucible Steel pfd..... 1.75 Q 98-15 38-81 
6.00 Deere & Co. com...... 1.60 Q 8-15 4-1 
Stk. Deere & Co, com...... 14% — 8-15 4-15 
8.00 Detroit. Edison ......: 2.00 3-20 4-15 


5.00 El, Stor, Bat. pfd... 1.25 @Q 

5.00 El. Stor, Bat. com... 1.25 Q 38 4-3 
7.00 Fdl, Wtr. Ser. $7 pfd. 1.75 @ 

6.50 ey Ser. $6.50 


pfd, . 
1.50 Fdl. Wtr. Ser, $6 pfd..1.50 Q 98-14 4-1 
1,00 Glidden Co, com...... 66 Q 8-12 4-1 
Stk. Glidden Co. com...... 1% — 
7.00 Glidden Co, pr. pfd... 1.75 Q 8-12 4-1 
Qa 


7.00 Goodrich pfd. ........ 1,75 8-15 4-1 
2,50 Houdaille-Her. A. .... .62% Q 8-20 4-1 
2,00 Houdaille-Her. B, ... .60 Q 8-20 4-1 
6.00 Hudson Motor ....... 1.26 Q 8-11 4-1 
5.00 Int. Bus, Mach....... 160 Q 98-22 4-10 
2.50 Int, Harvester com.... .62% Q 3-20 4-15 
7.00 Inter, Silver pfd...... 1.75 Q 8-12 4-1 
7.00 Liggett & Myrs pfd.. 1.75 Q 8-10 4-1 
8.00 Loew’s Inc. com...... 75 .Q $-1@: 3-81 
7.00 Mo.-Kan.-Tex. pfd. .. 1.75 @Q 38.15 $-81 
7,00 Nat. Biscuit com..... 1.75 Q 8-20. 4-15 
5,00 Nat. Lead com....... 1.25 Q 8-14 8-81 
ext, Nat Lead com........ 3.00 — 93-14 3-31 
2.00 Phillips Pet, Capital. 0 Q 93-14 4-1 
7.00 Republic I & 8 pfd. 175 Q 8-12 4-1 
5.00 St. L. So. West, pfd. 125 @Q 98-12 93-31 
2.00 Sinclair Consol, com... .60 Q 8-15 4-15 
5.00 Under.-Elliot-F, com.. 1.25 Q $12 3:31 
7.00 Under.-Elliot-F, pfd. . 1.75 Q 8-12 3-31 
1.60 U. 8. Gypsum com.... .40 @Q 815 3-31 
7.00 U. 8, Gypsum pfd.... 1.75 @Q 98-15 8.31 
7% Ward Baking pfd.... 1%% Q 98-17 41 
See Westingh. El, com... 125 Q@ 811 4 
.00 Westinghouse El, pfd.. 1.28 @Q 98-11 4.30 
2.00 White Motor com..... 560 Q 98-12 3-81 
7.00 Willys-Overland pfd... 1.75 @Q 93-18 41 
= Wrigley, Wm., Jr.... .25 Mo 8-20 4-1 
4 Youngstown 8.&T, pfd. 1.87% Q 98-14 4-1 
00 Youngst’n 8.& T.com. 1.25 Q 8-14 41 
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Past Performance 


URING the past ten years, the average 
growth of the companies which are repre- 
sented in the portfolio of Jnsuranshares Cor- 
poration of Delaware has resulted in an average 
gain to an investor in their stocks of 35 per 
cent. annually on the average amount of money 


This figure includes cash dividends, rights, 
stock dividends, and appreciation in market 
value of the various stocks. The period used ex- 
tends from December 1919, to December 1929, 


The portfolio of Insuranshares Corporation of 
Delaware, an investment company, consists 
almost wholly of the securities of selected bank 
and insurance companies. 






Fall information concerning Insuranshares 
Corporation of Delaware will be sent upon 
request or ask your own broker about it. 


INSURANSHARES CORPORATION 
of NEW YORK 


Underwriters and Distributors 
49 Wall Street, New York 
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Investment Trusts After the 
Storm 


(Continued from page 751) 








issues. That is a realm of develop- 
ment that remains to be explored, and 
it holds probabilities of greatly en- 
hanced income for well-managed com- 
panies in the future. 

It is perhaps fair to say that a struc- 
tural defect in most of the American 
investment trusts is the small per- 
centage of common stock. Rude per- 
sons would call this financing on a shoe 
string. The organizers put in nothing 
but fair words and reputation and the 
common stock was a gamble, with little 
or no equity except in the future—and 
nothing to land on when gravity got 
its chance. 

There has been some criticism of 
own-share buying as tending, if the 
price is above liquidating values, to 
decrease the net asset value of the out- 
standing shares. There was a natural 
temptation to resort to pegging sag- 
ging quotations in this manner. But 
at prices below liquidating values such 
purchases increase asset values of stocks 
and at the same time tend most legiti- 
mately to bolster a sagging market. 


This is an appro 
priate place to 
mention briefly the 
retrospective view 
of the investment 
trusts in relation to the bellowing days 
of the bull market, its collapsing groans 
and succeeding coma. It is true that 
the investment trusts did not intention- 
ally support the market to any extent. 
That was not their business, indeed it 
was utterly inconsistent with the right- 
ful policy of serving their shareholders 
by liquidating their holdings at or near 
the top. On the other hand, their ob- 
ligations to their shareholders were con- 
sistent with pouring their resources 
into the market in the plunging days 
of October and November. They 
might, and some of them did, wait in 
a pure spirit of immediate selfishness 
for a bottom that might have spelled a 
universal panic. But generally they 
found it good self-interest policy to 
throw their vast cash resources into the 
market at a time — rices were 
most attractive, nct only for bargains 
but to preverit a ing national 
commercial collapse from which they 
would have suffered for years to come. 


RO8 


Responsibility 
for Market 
Action 


Certain companies that are not of 
the true investment type undoubtedly 
did try to some extent to stabilize the 
market’ before the crash because of 
promptings of their peculiar affiliations, 
and they were probably quicker to rush 
to its support than the others. 

As to responsibility for a pinnacle 
market from which there was no way 
down but a straight drop, if we use the 
term investment trust in a loose and 
broad sense, it must be judged that the 
group was responsible to a considerable 
degree. Using the term in a narrower 
sense, however, we find that diversifica- 
tion of placing—in bonds, in preferred 
stock, in foreign securities and call 
loans—left small margin for bullish op- 
erations at home. Even so, this type 
of company was frequently cashing in 
as far back as last summer and putting 
itself in shape to approach the bargain 
counter with gusto and funds. The 
others rode as gallantly and as blindly 
to the summit as the petty speculator 
and today are sharing his remorse and 
discomfiture. It should be said, how- 
ever, that newer companies, even of 
the supposedly more conservative pat- 
tern, were more intent on financing 
than investing and were industriously 
contributing last year to market infla- 
tion by promotion policies that brought 
them funds but woe to the investors, 
sad days and many for their companies 
and an enduring black eye for the 
whole investment trust movement. 
Nothing but another bull market can 
restore them to operating solvency, and 
as for investment income they are hope- 
lessly stranded. 


As a whole, cats and 
dogs and higher degree 
together, the investment 
trusts have suffered a 
crushing blow to prestige. 

That their issues should fall further 
and rally more slowly than the general 
run of stocks was exactly the reverse 
of prospectus doctrine, which empha- 
sized stability of assets and more than 
average investment sagacity. That for 
the most part there is no rational justi- 
fication of what happened does not de- 
tract from the stark fact. 


The general trust investment situa- 


A Body 
Blow 


tion today is that the basic idea has 


suffered great discredit—discredit that 
it does not deserve; that a vast 


number of investors who had reason to | 


believe that they were pursuing a con- 
servative course have suffered tremen- 
dous paper and actual losses and are in 
a sadly impaired investment position, 
from which they may never be rescued. 


On the other hand managers have been | 


taught a lesson in the harsh school of 


experience that they would never have © 
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British experience. The public, too, 
has learned that “investment trusts” jg 
a category that covers sheep and goats 
alike. Moreover, it now has access to 
the means of determining the species 
of the individual company. The wig 
investor must know his trust. The in- 
vestment trusts now enter the phase of 
solid reconstruction. The best of them 
have little to do, the worst will dissolve 
or be regenerated. For the prudent 
investor the investment trust is now in 
the age of opportunity. It is really 
starting now on its proper career and 
course. 








Lagging Prosperity of Raw 
Material Producer 


Basis of 


Latin-American Difficulties 
(Continued from page 759) 








About 70 per cent of the export 
trade of Brazil is concerned with coffee 
which has declined rapidly of late. 
How it will dispose of its huge carry- 
over, almost a year's supply, is a prob- 
lem. In the meantime, the immediate 
financial problems of depreciated ex- 
change are being met with energy, and 
the important currency and banking 
law passed December 18th, 1926, for 
the stabilization of the milreis around 
12 cents is expected to demonstrate its 
soundness in the face of emergency, 
even with the shrinking trade balances 
now being shown. 

Chile’s vigorous administration has 
achieved great things in balancing the 
budget and making it less dependent 
on the nitrate business. Last year, for 


' the first time, income taxes were relied 


on to produce more revenue than 
nitrate which formerly produced 75 
per cent of total revenues. In the 
meantime, a year’s supply of this prod- 
uct has accumulated, and it is estimated 
a 25 per cent increase in consumption 
will be needed to relieve the situation. 
Last year set a new high record for 
output of copper and nitrate, but with 
respect to the latter, low prices and vol- 
un restriction will, it is believed, 
help keep supplies down to manageable 
levels, in conjunction with the steady 
world trend toward increasing con 
sumption. 

An important currency revaluation 
and stabilization bill is pending in 
Peru, and is expected to prove a great 
constructive force in relieving the eco 
nomic situation. Exports are becoming 
more diversified, petroleum accounting 
for 36 per cent, copper for 17 per cent, 
cotton 21 per cent and sugar 12 per cent 
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Bank, Insurance and 
Investment Trust Stocks 
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Quotations as of Recent Date 


NATIONAL BANES 


Bid Asked 
Bank of America, N, A, (4.50).. 127 129 
ens COBO). ccs cesecercccseces 161 168 
Chatham & Phenix (4.00)........ 127 
Chemical (new) (1.80)........... 81 
City (4A) (mew) ..--....seeeeee 243% 245% 
First (N. ¥.) (100A)...........- 5550 
Public (mew) (4)...ceeeeeeeeeees 129 131 


TRUST COMPANIES 


Irving Trust (1.60) ...........-. 69 
Bankers (new) (8)...-..--++-++- 146 149 
Bank of N. Y. & Trust Co. (20).. 680 695 
Brooklyn (80.00) ......sesseeeees 790 800 
Central Hanover (new).........- 343 347 
Hmpire ...ccceccccccscccccccgecs 771 80 
Equitable (8.00) ......eseeceeees 114 116 
Guaranty (20) ....cscessecceeees 732 736 
Manufacturers (6) ......---.++6+ 145 147 
New York (new) (5)...........- 268 267 
United States Trust (70)........ 3250 3400 
STATE BANKS (NEW YORE) 

Corn Exchange (4.00)............ 207 211 

ttan Co, (8.20) .........+- 129 181 
United States ....cceesseeececes 3250 3400 

INSURANCE COMPANIES 

Motna Fire ......ccsccccscscvees 61 63 
Aetna Life (new) (1.60)........ 85 90 
Continental (1.60) .........-..++ 37 89 
Glens Falle (2.10).........++..++ 67 60 
Globe & Rutgers (24)..........-- 1075 1125 
Great American (1.60)........... 84 36 
Hanover (1.80) .......cseeeerees 61 53 
Hartford Fire ...........0s0e00: 76 19 
Home (new) (8).....sseseeeeeee 46 47 
Caro! CEBD) crcccccccceencesce 82 85 
National Fire ......ee.sseeeseees 67 71 
North River (8.50)..........++.- 60 63 


Sere eeeseseresses 


Am UN 5655 4.bi6scnbeen's 115 118 
National Surety ...............- 86% 88 
Lawy: Mortgage ..........++:. 61 53 
Mortgage Bond (8) ..........++. 193 203 
JOINT STOCK LAND BANKS 
[RUpenepaseeeasedbbeoese 8 12 
BRE. NOD. doedbanediccsocsoncecs 80 86 
20GB BESERES. .odcccicevccvccocvcces 2 6 
First Carolina ...ccccccsccsccces 5 10 
S| ae eee res 86 
Southern Minnesota .............. 1 
VRE TB) <i ckiceicissvccccsicce % 1% 
INVESTMENT TRUST SHARES 
American Founders Trust com.... 26% 27 
Re res 43% 47% 
Se: i rer 49 52 
Diversified Trustees Shares....... 23% cine 
ied cbse cesetvsvee 20% 21y% 
Fixed Trust Shares A............ 205% sine 
Insuranshares, ctfs. ...........+. 14 16 
Interl. Sec, Corp. of Amer., B.... 29 $2 
SE SRS ee errs 69 64 
ee eae 80 88 
Second Intl. Securities A......... 39 42 
eg eo, a ree 40 ag 
Shawmut Bank .........+ssesee- 
U. 8. & British Internl. B....... 13 16 
U. 8S. Shares, Series A-1l......... 138% 16% 


(A) Including div, wherever paid by Securities 
Companies in some cases. (B) Par $5. * Includ- 
ing extras. (X) Ex-rights, 











of the total. As of the middle of last 
year the Peruvian Reserve Bank had in 
gold 4,944,000 Peruvian pounds, pro- 
viding a gold cover of approximately 
78 per cent, and affording a sound 
basis for stabilization. 

Colombia is in strong financial posi- 
tion, but opinion has been widely ex- 
pressed that overconcentration of re- 


cent years in coffee production, taking: 


advantage of the support offered by 
Brazil in the world market, and heavy 
borrowing by provinces, municipalities 
and institutions, with the consequent 
freezing up of capital at a rapid rate 
in public works, have speeded up de- 
velopment at an abnormal rate, and 
that slackening down for time should 
actually prove beneficial. 

The steady progress of Venezuela in 
the past twenty years under the gui- 
dance of a dictator who is believed to 
be retaining a place of dominating in- 

fluence in the present administration, 
has resulted in a sixfold expansion of 
export trade while public debt has ac- 
tually been reduced substantially. In- 
dustrial development is rudimentary, 
but promising, and while the present 
world situation in the oil industry does 
not lend much hope for an early de- 
velopment of the country’s petroleum 
resources to anything like their full 


810 


capacity, they are contributing in an 
important way to the national pros- 


perity. 

Ecuador has been hit badly by a 
short crop of cacao due to infestation, 
and is having difficulty in meeting 
West African competition for world 
markets in this commodity. Its other 
products, notably coffee and sugar, are 
in unfavorable market situation, and 
the financial situation is understood to 
call for strong measures of rehabilita- 
tion which are being promised. 

Bolivia's mineral wealth, consisting 
of tin, silver, bismuth, antimony, cop- 
per, lead, zinc and tungsten, accounts 
for 91 per cent of her exports. In 

Spite of depression and low prices in 
some of these industries, others consti- 
tute indispensable resources not found 
elsewhere except in limited quantities, 
=e an optimistic attitude is fully justi- 


Cuba, producing 15 per cent of the 
world's sugar, and practically all of its 
distinctive quality of cigar tobacco leaf, 
has been hard hit in a business way in 
both its major lines. It is nearly two 
years since sugar has sold consistently 
at more than two cents a pound, cost 
and freight included, a price recog- 
nized to be below the cost of produc- 
tion of the bulk of the ity. In 
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addition, over 40 per cent of last year's 
crop of Vuelta Abajo tobacco, of rep. 
resentative grade, is understood to be 
unsold, and may weigh down the mar. 
ket this year. Under the circumstances, 
it is not surprising that the country js 
marking time, rather than making 
progress, but an improvement in the 
values of its two major crops, and with 
it of the purchasing power of the coun- 
try, should be purely a matter of time 
and elimination of excess commodity 
supplies, through the operation of well- 
known economic laws. 

In Mexico the financial situation, 
weakened through the steady shrinkage 
in oil production, is further complicated 
by the familiar political difficulties, but 
the more friendly to this country and 
to foreign capital in general give rea- 
son to hope that the magnificent re- 
sources of the country in agriculture, 
mineral wealth, and potential indus. 
trial development, will find it possible 
to unfold under the present regime as 
freely as under that prevailing years 
ago. 








Insurance Department 
(Continued from page 777) 








would have to apply to their home 
office. 

You understand of course that when 
the agent offering an ordinary life pol- 
icy paid up in 19 years, he is assuming 
that by applving the annual dividends 
towards such purpose the premiums, 
instead of being payable throughout 
the lifetime of the insured, would be 
restricted to such period of years. 
While this result can doubtless be ac- 
complished if the present dividend 
schedule continues into the future, you 
will of course understand that the 
amount of these annual dividends is 
not guaranteed in adva‘ce, and any 
statements regarding their amount or 
the time in which a policy can become 
paid-up by application of dividends 
towards that end can only be a matter 
of estimating. 

The policy offered by Company A 
will be free from further premium pay: 
ments at age 65; the policy of Com- 
pany B is on the ordinary, or whoie, 
life plan, under which the agent esti- 
mates that the policy will be paid up 
(by applying dividends to that end) 
— years, or when you are 68 years 
old. 

Under the endowment at age 65 the 
proceeds of the policy will be payable 
to yourself if you live to attain that 
age. Under the whole life policy, if 
dividends restrict the premium period, 

(Please turn to page 814) 
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well. ae million dollars of public utility properties is afforded 
A comprehensive report om any of the se- ‘ e . “ 
; coritiag 60 Seay cumuasioe Vs Stbeee Se the investor in the Five Per Cent Convertible Gold 
urnis. ° 
‘con, write im for report number 606, stating Debentures of Trr-Utizities CorporaTION. 
age which securities you are interested in. 
“ated et ce, This great public utility system operating in 
1 1 ri to $1 iM a e ° - 
be Fou, together with the Daily" Market Letter twenty-six states extending from the Atlantic to 
n ed by J 5 , hb e e 
rea- oa York Stock, Exchange, Wines eit to the P. acific includes: 
you. rite in for ° 
> Te CREDIT SERVICE 6% PROFIT SHARING Federal Water Service Corporation 
ure, BONDS Peoples Light & Power Corporation 
dus- a 2 to —, — oe. -_ Southern Natural Gas Corporation 
: ee Ph tga Ma Ngee ge ge mae American Natural Gas Corporation 
f the bend f Credit Paes e 
ible in Te "have mak iienele. 6% Power, Gas and Water Securities Corporation 
@ as interest = ee Ga = Bn a age 
Send f nteresting oklet explaining ) ‘aye 
— investment. (671). TrrUrtitizs Corporation Five Per Cent Con- 
duos STOCKS vertible Debentures afford all the advantages of 
— is included in the 1090 recommendations sound investment with the additional opportunity, 
Se enedin. Seek i Waren, Gaaats Sor through the conversion privilege, of participating 
a in the profits accruing to ownership of the Cor- 
18 IT IMPOSSIBLE? poration’s Common Stock. 
is the title of an attractive booklet which 
will aid you in enrages placing _— 
funds into 1 t t trust issues. n 
— ie year cing tetnp—tt'e aves. (672). Write for special folder MWS8 
AMERICAN & SCOTTISH INVESTMENT CO. 
yme You can share in the interest, dividends, 
profits on i a — ar peel 
ified 1 throu a investme . 
ze aot es i oe ae G.L.OHRSTROM & Co. 
‘ol NATIONAL WATER WORKS SECURITIES INCORPORATED 
4 What is the future for th ities of 
ing ie pebtie Sting? ‘ee can dhcuee 0 ently Forty-Four Wall Street, New York 
ds factory answer if you send today for 681. : 
, 65,000 INVESTORS Offices in principal cities 
ns, Use the Investors’ Syndicate plan because 
ut it enables them to build up large sume of 
be money for themselves by a simple, certain 
and convenient program of small regular 
rs. payments, multiplied by first mortgage in- 
terest compounded. Write for payment 
ac’ schedules, asking for 688. 
nd ELECTRIO AUTO-LITE %y ee 
ou is discussed in the current semi-monthly You Can Buy Good curities 
Investment Review of Paine, Webber & Ce, 
he Send today for complimentary cepy 683. P 
is INDUSTRIAL BANKING—ITS CONTRIBU- In Small or Large Lots on 
ny TION TO MODERN BUSINESS 


Every investor should read this important 


or analysis ef a branch of the banking indus- 
ne try in which safe and profitable investmeats a rr t a a biel em s 
are made. Send for booklet 684. 


: 4 BALANCED INVESTMENT LIST Ask for Booklet MW-6 which explains our plan and terms 


Only at comparatively rare intervals do in- 
vestors face so favorable an investment 
situation as exists today. Bonds and pre- 
A — stocks are still low in price and 
afford an excellent return, although an up- 
y ward movement is already in evidence, CI ED 

Send for this 4-page folder which will fur- ODD LOT ORDERS SOLI T 
nish you with a wide range of securities. 


e, (687) Outright Purchase or Conservative Margin 


i MONSANTO CHEMICAL WORES 


A. G. Becker & Oo. have just issued an 
p attractively-prepared 24-page booklet con- 
) taining a brief history and description of 
8 


the business of this rapidi rowing chem- J &® L ld &3 Co 

ical industey.. Send tor 689. : 4 am es & eo 8] a 
PRION STOOES AT TEE CURRENT Members of New York Stock Exchange 
4 

Send for a copy of the address given by 
2 a i ©. Rose of Scudder, Stevens & 7 0 Wall Street New York 
ark at the joint Annual Meeting of the ° 

American Statistical Association and The Established 1884 








American Beonomic Association. This book- 
let particularly stresses some of the un- 
favorable factors to be considered in com- 
mon stock perchases. Ask for 600. 
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Pilot 
Radio & Tube 
CORPORATION 


Class A Stock 
Listed on N. Y. Curb Exchange 


This stock is on an annual div- 


idend basis of $1.20 per share 
At current market price 
Yield about 9.50% 


Circular upon request 


Jerome B. Sullivan & Co. 


Members New York Curb Exchange 
42 Broadway New York 


Tel. Digby 0600 











KEEP POSTED 


The books, booklets, circulars and 
special letters listed below have been 
sectoaged with the utmost care by business 

ouses of the highest standard. They will 
be sent free on request, direct from the 
issuing houses. 


PELASE ASK FOR THEM 
IN NUMERICAL ORDER 
We urge our readers to take full advan- 
tage of this service, Address, Keep Posted 
Department, Magazine of Wall Street, 
42 Broadway, New York City. 





HOW TO @ET THE THINGS YOU WANT 
Tells you how you can become financially 
independent—how you can retire on an in- 
come—how you can provide money for 
emergencies—money to leave your home 
free of debt—money for other needs. Your 
free copy is awaiting your request. (703). 


RUSSELL MILLER MARKET LETTER 
will be gladly mailed to you upon request. 
Issued by Russell Miller & Co., members 
New York Stock Exchange, having offices 
on Pacific coast and in New York. Ask for 
704. 


GILLETTE SAFETY RAZOR COMPANY 
A report on the company will be furnished 
upon request by Stein Bros. & Boyce, mem- 
bers New York Stock Exchange. Ask for 
705. 


THE STOCK MARKET CRASH AND AFTER 
Irving Fisher's analysis of the Wall Street 
debacle, with conclusions of interest to 
every business man. Write today for de- 
scriptive literature. (706). 


THE BOUVIER REVIEW 
contains analyses and charts on Public 
Service of New Jersey, Great Northern, 
Remington Rand, Bethlehem Steel; Chicago, 
Milwaukee & St. Paul; Texas Guif Sulpbur; 
Peoples Gas, Light & Coke; Radio-Keith- 
Orpheum. Ask for 707. 


INVESTMENT SHARES 
is a booklet issued by a Texas building 
and loan association describing the various 
forms of investments issued. Under state 
supervision, Send for 708. 


WEEKLY MARKET LETTER 
of Morrison & Townsend this week contains 
analyses of Borden Co., A. M. Byers Oo., 
Lambert Co. and National Power & Light 
Oo. Copy on request. (710). 
(Please see Page 826) 
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New York Curb Exchange! 
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IMPORTANT ISSUES 
Quotations as of February 26th, 1930 


1930 Price Range 
——— 7 Becent 
Name and “<9 

Aluminum Co, of Am 

Aluminum Pfd, (6 vous 

= Cyanamid ‘‘B’’ (1. Pie 

Gas Elec. ( 
yy Superpower (1) 
Assoc. Gas Elec. wiegh (8.40) 


Celanese Corp 
Central States Elec. (.49)... 
Cities Service A a! 

Cities Service Pf 

Cleveland El. nm (1.60).. 
Comwith Edison (8) 

Cons. Gas of Balt. (3.60). 


1 
Ford Motors of Canada A.... 
Ford Motor of Fra 
Ford Motors, 
Fox =e 


Humble Oil (2) 
Hygrade Food Products 
Insull Util. Invest. Inc 


$82 
10% 10% 
544% 66% 


1930 Price Range 
f ——— __ Becent 
Name and Dividend High Low Price 


Insur. Securities Inc. (1.40).. 19% 17 
Internat, Pet. (new) (62%) aoe 
International Utilities B 

a tg (1.85) 


Lehma: 

Lion oil on RE (2.25) 

Lone Star Gas (new) eae 
Metro Chain Stores 

Mid. West Utili 


National Fuel Gas (1) 
New aw Zine (2) 
New Mex, & Arizona Lead.. 
Newmont (4) 
Niagara Hudson Power (.40). 
North. States Power (8) 
Novadel-Agene (2) 
Ohio Oil (2) 
Pennroad Corp. 
Pittsburgh & Take Erie (5).. 
gy adh gg 4) 

oath gg Producers (2).. 
Stunaura Oil of Ind, (2%). 
Superheater Co, (new) (2%). 44 
ee Air Trans.. 


Tubize Art. Silk ‘‘B’’ (10).. 
Ungerlieder 

United Lt. & Pow. A (.60)... 42% 
United Lt. & Pow. cv. Pfd, (6) 108% 
Utility & Indus. Corp. 23% 
Utility Pow. & Lt. (1) 

Vacuum Oil (4) 


§$ Bid Price. 


22 
39% 
380 


—————EetT_—EEEE— 


(Continued from page 810) 
you will have a paid-up policy with 
proceeds payable to a beneficiary. 


Educational Insurance 


Insurance Editor: 

Being a constant reader of the MAGAZINE 
or WaLL Strest, J would appreciate your 
advising me where I could secure a manual 
contaimng the premium rates of different 
life inswrance companies on childrens’ 
educational insurance policies. aK 


I do not know of any manual com- 
piling the premium rates of those life 
companies which feature children’s edu- 
cational endowment insurance. I think 
it would be necessary for you to re- 
quest these rates from the individual 
companies, either through their general 
agencies or home office. 

If this protection is desired for high- 
er education—college or university 
courses—a single way to effect it is by 
endowment insurance on the parent's 
life while the child is young—the en- 
dowment of a term which will mature 
in time to fund this educational course. 
If the insured die prior to the endow- 
ment date, the funds accruing from the 
insurance can be held in trust until the 
youth attains the college entrance age. 
The proceeds of such endowments can 
with advantage be paid in installments 
over a period of four years (the usual 


college course). 








Current Opportunities in’ 
Convertible Bonds 
(Continued from page 767) 








The territory served is the most popu- 
lous of the country affording well di- 
versified trafic. The chief commodity 
carried is bituminous coal which pro- 
vides about 60% of the traffic. Con- 
stant improvement in the physical con- 
dition of the property has enabled the 
management to better the operating 
ratio resulting in higher net earnings. 
The position of the common stock, sell- 
ing for approximately 117, is now prob- 
ably the strongest which it ever en- 
joyed, a fact which lends attraction 
to the bonds which are convertible into 
this stock. 


The Internation- 


Internat’! Tel. 
al Telephone & 
Telegraph Corp 


& Tel. 414s 
Convertible De- 


benture 414s, due 1939, are a call on 
fifteen shares of the common stock at 
about 67, reduced to this price from 
200 by the 3 for 1 split-up last year. 
(Please turn to page 818) 
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VACUUM OIL COMPANY 





NOTICE TO STOCKHOLDERS 


FTER many months of negotiations the Vacuum Oil Company and 
the Standard Oil Company of New York, hereafter referred to as the 
Vacuum Company and the New York Company, through their respective 
Boards of Directors have agreed upon a basis for the merger of the properties 


of the two companies. 


The business of the two companies is com- 
plementary in character. In general, the busi- 
ness of the New York Company in the United 
States is primarily in crude production, refining 
and marketing of gasoline and kerosene; the 
business of the Vacuum Company in the 
United States is primarily in the manufacture 
and marketing of high grade lubricating spe- 
cialties for which it has established a world- 
wide reputation and market. The bulk of the 
business of the New York Company is in the 
United States; the bulk of the business of the 
Vacuum Company is in foreign countries. 

The Vacuum Company and the New York 
Company have been pioneer American enter- 
prises in building up an extensive business 
carried on within foreign countries. The lubri- 
cating products of the Vacuum Company are 
marketed in practically every country in the 
world. In addition, the Vacuum Company 
through numerous branches and locally incor- 
porated Vacuum Oil Companies, does a valu- 
able business in the marketing of gasoline and 
kerosene in important foreign markets, in- 
cluding Australasia, Egypt, South, East and 
West Africa, and parts of Europe, where the 
New York Company is not engaged in market- 
ing these products. The activities of the New 
York Company abroad have been principally 
in building up extensive storage and distribut- 
ing facilities for the marketing of kerosene, 
gasoline, fuel oil and other products in the large 
markets of the Orient and India, in Aden and 
all of the markets of the Near East. In these 
markets by the union of the companies the 
Vacuum lubricating specialties and the gasoline 
of the New York Company can be distributed 
to advantage in competition with other com- 
panies which market both products. 


PROTECTING FOREIGN MARKETS 


To maintain their position abroad against 
powerful foreign competitors, strongly ‘en- 
trenched as to crude supplies and refining and 
distributing facilities, the union of the com- 
plementary businesses of the New York and 
Vacuum companies and their resources is re- 
garded as vitally important and directly pro- 
motive of American interests in business in 
such countries. The crude supply of the New 
York Company and its refining facilities for 
gasoline and kerosene will tend to protect and 
extend the marketing outlets which the 
Vacuum Company has established for those 
products, 

In the United States there have been rapid 
changes in conditions in the petroleum busi- 
ness which make this merger useful and appro- 
priate for both companies. The prevailing 
method of doing business in the & industry 
has come to be for each company doing a 
general business in petroleum products to have 
its own crude supply, its own refining facilities 
and to offer a full oe of petroleum products 
through intensive local marketing facilities. 
The New York Company, handling gasoline 
and petroleum products generally, has devel- 
oped along these lines and has extensive 
facilities for distributing gasoline to motorists. 
In the United States, the Vacuum Company, 
having devoted itself primarily to the manu- 
facture and marketing of its high grade lubri- 
cants, has created a national consumer demand 
for its lubricating specialties. The merger will 
make available to the distinctive Vacuum 


products a very much wider distribution and 
sale, and it will also make available the large 
crude oil production of the subsidiaries of the 
New York Company. 


EXTENDING MARKETS 


The New York Company's distributing 
facilities are in process of expansion in response 
to another prevailing tendency. In this auto- 
mobile age, each large oil company handing 
gasoline primarily, although formerly market- 
ing its products in only a portion of the coun- 
try, now seeks to extend its activities generally 
throughout the United States so as to get the 
most complete use of its overhead organization, 
of its standing with its customers and of its 
national advertising. For example, the New 
York Company originally confined its dis- 
tributing facilities-in this country to New 
York and New England where it had a great 
preponderance of the business. But at present 
there are now actively competing with each 
other in that territory, in addition to numerous 
local companies, not less than eleven separate 
and distinct major concerns each with widely 
developed distributing facilities in this terri- 
tory and a number of them already having 
nation-wide distribution for their products. In 
line with this tendency the New York Com- 
pany has already in the last few years extended 
its distribution into the West and Southwest. 
The Vacuum Company has for years had a 
nationwide reputation for its highly-specialized 
lubricants, which will be of advantage to the 
New York Company in further extending its 
marketing of gasoline. 

The united company, in addition to the 
specialized lubricating products of the Vacuum 
Company, will market, it is estimated, about 
9% of the petroleum products consumed in the 
United States, an amount comparable in vol- 
ume with the business done by each of several 
of the larger of its numerous competitors. In 
foreign countries it will carry on the wide- 
spread and important business above described. 

The facts as to the situation have, as has 
been the custom in important transactions in 
the past, been submitted to the Government. 
Both companies were former subsidiaries of 
the Standard Oil Company (New Jersey). The 
question was raised whether the decree en- 
tered in 1911 in the so-called “Standard Oil 
dissolution suit”, by which the control of the 
Standard Oil Company (New Jersey) over its 






subsidiaries was terminated, might forbid this 
transaction between two of such former sub- 
sidiaries. The Government took the position 
that the questions involved should be passed 
upon by the Courts. 


THE LEGAL POSITION 


Counsel for the companies have given their 
opinion that the merger is in conformity with 
the law. As to the permissibility of a union of 
two former subsidiaries of the Standard Oil 
Company (New Jersey) counsel have advised 
that this question was raised before the 
Supreme Court of the United States in the 
dissolution case and that that Court held that 
after the subsidiaries had been freed from the 
control of the Standard Oil Company (New 
Jersey) they would be entitled to pursue any 
course of conduct lawful for anyone else. 

There being no available method for asking 
the Courts for an advisory expression as to the 
specific situation now arising, the only way to 
secure a ruling was for the companies to pro- 
ceed and let the matter be brought before the 
Courts in an appropriate way for determina- 
tion. Under these circumstances, the Directors 
of the respective companies felt it their duty 
to the stockholders of the companies to pro- 
seed, and have entered into a contract for the 
merger which they have brought to the atten- 
tion of the Government. The Government has 
indicated that it proposes to institute an ap- 
propriate proceeding in equity to determine 
the questions involved, and it is expected that 
the matter will be promptly disposed of. 

TERMS OF THE;PLAN 

While in deference to these legal proceed- 
ings the contract will not be submitted to you 
immediately, you will be interested at this 
time in its provisions. The contract makes 
provision for uniting the assets of the Vacuum 
Oil Company and the Standard Oil Company 
of New York, under the name “General Petro- 
leum Corporation.” To effect this end the 
name of the present Standard Oil Company of 
New York will be changed to “General Petro- 
leum Corporation.” The General. Petroleum 
Corporation will have all the present assets of 
the Standard Oil Company of New York. The 
General Petroleum Corporation will also ac- 
quire all the assets of the Vacuum Oil Com- 
pany, and will issue and deliver to each share- 
holder of the Vacuum Oil Company in ex- 
change for these assets three (3) shares of the 
capital stock of General Petroleum Corporation 
for each share of Vacuum Oil Company stock 
surrendered to the Vacuum Oil Company for 
cancellation. The stockholders of the Standard 
Oil Company of New York will receive new 
certificates in the name of the General Petro- 
leum Corporation for their present shares. 

The Board of Directors of the General 
Petroleum Corporation will, upon consumma- 
tion of the contract, be composed of directors 
chosen in equal number from the present 
directorates of the Vacuum Oil Company and 
the Standard Oil Company of New York, thus 
giving to those now conducting the business 
of each company an equal voice in the man- 
agement. 


PRESERVING EXISTING GOOD WILL 


Among the important. assets of each of the present companies is the good-will attached to its 
name and the confidence of the public in its management and personnel. To preserve these assets 
there will be organized two subsidiary corporations of General Petroleum Corporation, to be known, 
respectively, as “Vacuum Oil Company, Inc.” and “Standard Oil Company of New York, Inc.”, 
in order that the present businesses of the respective companies may be carried on as in the past 
and under present management, thus preserving the values of the corporate names, trademarks and 
organizations of the two companies. The Vacuum customers can thus feel assured that the high- 
grade lubricants and all other distinctive Vacuum products will be manufactured and marketed in 
all the world’s markets by and through Vacuum organizations with the management and personnel 
with which they are familiar, hereby ensuring that the distinctive Vacuum products will be avail- 
able exactly as heretofore. The customers of the Standard Oil Company of New York can likewise 
feel assured that they will be dealing with the same management and personnel with which they 
are familiar in the marketing of the distinctive Standard Oil Company of New York products. 

Your Directors unanimously believe that the carrying out of the contract will prove to be in the 
best interests of the stockholders of your Company and of the public we serve. 

BY ORDER OF THE BOARD OF DIRECTORS 


61 Broadway, New York 
February 21, 1930 


VACUUM OIL COMPANY 
GEO. V. HOLTON, Sec: 
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KEEP POSTED 


circulars and 
special letters listed below have been 
repared with the utmost care by business 
ouses of the highest standard. They will 
be sent free on request, direct from the 


The books, booklets, 


issuing houses. 


PLEASE ASK FOR THEM 
IN NUMERICAL ORDER 


We urge our readers to take full advan- 
is service, Address, Keep Posted 
Department, Magazine of Wall Street, 


tage of 
42 Broadway, New York City. 





PRUDENCE-BONDS FOR PEUDENT 
PEOPLE 


A brief description of how Prudence-Bonds 
are secured by conservative first mortgages 
on income producing properties and guaran- 
000 of the Prudence 


teed by over $16,500, 


Company’s capital, surplus and reserves. 
Its message is short, but its benefits are 


long. Ask for 691. 
CONTINENTAL CAN ©CO., INC. 


The position of this corporation and its 
securities is analyzed in the latest weekly 
review issued by Prince & Whitely, prom- 

firm. Ask 


inent New York Stock Exchange 
for 602. 


UNITED STATES ELECTRIO LIGHT AWD 
POWER SHARES, INC. 


The Trust Certificates, Series ‘‘A,"’ secured 
by deposit, with the trustee, of selected 
preferred and common stocks of Dlectrie 
Light and Power Companies, offers you an 
attractive investment, priced at the mar- 
Special circular 


ket, to yield about 7%. 
694 contains analysis. 


HOUDAILLE-HERSHEY OORP. 


Paul H. Davis & Co, bave prepared an 
analysis of this company containing the 
Balance Sheet of November 30th, 1929, and 
Earning Statement for the first 11 months 
of 1929, a complimentary copy of which 


will be sent upon request. Ask for 695. 
PILOT RADIO & TUBE CORPORATION 


Company manufactures every necessary part 
for radio receiving sets, also other elec- 
trical articles. With no funded debt, no 
preferred stock, the Class A Common Stock 
enjoys first claim to dividends, which are 


now being paid at rate of $1.20 per annum. 


Listed on New York Ourb Exchange, its 


purchase at current price of approximately 


18 yielding about 10% in dividends is recom- 
mended in circular 696, which will be sent 


gratis upon request. 
INLAND UTILITIES, INO. 


Information relative to this Public Utility, 
which serves thousands of homes and in- 
dustrial plants in four eastern states, will 


be sent upon request. (697). 
LEFCOURT NATIONAL BANK & TRUST 


A booklet descriptive of this institution 
contains a table showing the progress of 
twenty leading New Yerk City banks dur- 
ing the last decade; also a compilation in- 
dicating the comparative statistical position 
in relation to capital, book value, merger 
value and market price, will be mailed 


upon request. (698). 
UNCOVERING HIDDEN PROFITS 


is the title of a valuable booklet offered 
Shows possi- 
bilities of profit and savings through use of 
Adressograph equipment in varied lines of 
business Of particular interest to business 


by Addressograph Company. 


executives. Ask for 689 
COMMON STOCKS AND THE AVERAGE 


should be read by everyone interested in 
the after-panic conditions of investment. 
It is not only a keen, critical study of the 
factors which operated to bring about the 
stock panic, but the greater part of the 
book is a constructive fact-study and man- 
ual of help for the average investor-specu- 
lator. Send for descriptive literature 700. 


COMMERCIAL SOLVENTS CORPORATION 


The strong position of this important com- 
pany is set forth in an interesting 4-page 
folder igsued recently by Edwin Weisl & 


Co.., members New York Stock Exchange. 
Send for your complimuntary copy. 


POSITION AND OUTLOOK OF THE 
MOTION PICTURE INDUSTRY 


Are you interested in this particular part 
If so, you 

send for your complimentary copy 
of this important 4-page folder issued by 
Samuel Ungerleider & Co., members New 


of the amusement securities? 


York Sfock Exchange. (702). 


(701). 
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Recent Reported Earning 
Position of Leading 
Companies 


This department serves to provide a current record of earnings re- 
ported by leading companies. Each issue covers only those reports 
which are received during the fortnight immediately preceding. Net 
worth is calculated from the latest available balance sheet; and earnings 
thereon serve to measure the profit position of the company in relation 
to its stockholders’ investment. The ratio of debt to net worth indicates, 
by a percentage figure, the extent of bondholders’ claims as compared 


to stockholders’ equity. 


Company 


Ahumada Lead ....csccccccsers 
Air-Way Electric Appliance..... 
Alpha Portland Cemen' 

American eoccccccccccccces 
American Chain .......sseeseee 
American Metal .......... cece 
Amer. Selvents & Chemical...... 
Art Metal Works ......+s.cceee 
Baldwin Locomotive Works..... 
Belding He 


eorecese 


eetereresoe 


Beech-Nut Packing ........+++. 
Best & Co, ..ncccccccccccccscccs 
Blumenthal (Sidney) ....... cove 


Bohack (H. 0.) ...scceseeeseeee 
Bon Ami ......cccccccccccsccece 
Briggs & Stratton .....-...se0e 
Brunswick Term. & Ry, Sec.... 
Buckeye Pipe Line ......++.s+e 
Calumet & Hecla Cons. Cop..... 
Campbell, Wyant & Oannon .... 
Checker Cab Mfg....sceesssseee 
Chicago Yellow Oab.....e..ccee 
Childs Co. 





Chrysler PTT TTITT TIT TTT 
City Ice & Fuel......seccceeeee 
Colgate-Palmolive-Peet .......+ 
Commercial Credit ..........+. ° 
Congoleum Nairn, Inc..........« 
Congress caconeccocccosece 


Cigar 
Consolidated Laundries ......... 
gy ay OAR .ccccccccccccce 


Evans Aute Loading .......-.+« 
Federated Metals ......+s.essee 
Gobel (Adolf), Ime, .......ece0e 
Harbison-Walker Refractories... 
Independent Oil & Gas..... one 
Indian Motocycle .....-.+.ee.ee 
Kelly-Springfleld Tire .......... 
Kroger Grocery 


Baking oe 

ang 4 | =e e 
Louisiana Oil Refining.......... 
nerage! MENGE enedossccocsccece é 
Mathieson Alkali .............. 
MoLellan Stores ........-...- ae 
Melville Ghoe ......++..sseeee oe 
Midland Steel Products......... 
Motor Wheel ..........see00- ss 
National Acme .........+.+++: oe 
National Bellas Hess....... cone 
National Lead ......seseceeee ee 
New York Transit..........++08 
orthern Pipe Line........... ee 

Pacife Coast Bisoult......... as 
Pacifie peeeeeceeceereseses 
Park Uteh Consolidated » 


‘ennsyl: 
Penney (J. 0.)...cceccccvcecees 
Phillips 


ee eeeeeeseree 


Industrials 


Earned 
per 
Dollar 
of Net 
Worth 


Ratio of 
Debt 
to Net 
Worth 


E oUbetgucddede o drsSeenneesseee 


adeenesesaneedsig 


Pod 
8 
~~ 


duatweadd 


i) 

Pod 
5 
~ 


sesdensdgce3 3 


Market Value 

Earned Feb. 24, 

per 
Share of Times Dividend 
Common Rate 
(a) - ao 
3.86 7.6 2% 
2.35 12.4 3 
8.02 16.8 4& 
10,12(n) 48 8 
3.23 14.5 2 
2.56 6.1 a 
319 ras) i ) 
. ° a 
1.07 1 1% 
(d) 
6.06 10.8 8 
4.20 8.6 3 
9.71 44 _ 
6.63 4 3% 

§ 6.77-A 10.5 4A 

1 3.88-B 10.3 2-B 
4,99 7 2 
2.40 7.2 _ 
5.76 11.8 4 
3.67(ep) | 4 

67 4 & 
11,88(p) 41 4.20 
4.46(p) 6.1 _ 
2.56 6 2.40 
4.84 1.6 3 
4.69 9.4 3.60(a) 
4.08 14, 2% 
4.33 8.6 

1,28 18.1 

8.23 6.3 5 
9.46 5.5 7 
1.67 8.2 _ 
5.02 12.5 2% 
6.85 12.4 & 
2.48 8.9 1% (a) 
5.08(p) 71.0 3 
4.60 7.9 4 
3.28 8.2 

1,62 16.0(g) 1% 
8,67 6.4 

-80 63.3 - 
3.31 1.6 2% 
8.53 16,8 2 
5.64 9.9 8% (a) 
4.31 48 2 

(a) nee ante 

(a) = 
3.64 11.0 1(a) 

42 30.9 _ 
4.10 7.6 8 
1.14(bp) 7.5 - 
8.68 11 3 
9.05 8.7 6 
8.81 12. 2 
1.84 11.0 ~ 
3.99 1.4 2 

54 on new to be out- 

ing. 

( 10.82 5.7 _ 
4.22 71 8 
4,20 5.7 1% 

(a) - 1(a) 
25.49 6.9 5(a) 
1.65 10.1 1,60 
8.50 12.6 
2.62 4.2 1(a) 
3.60 11.3 — 
+88 (e) 13.6 _ 
(a) oun ow 
4,66 15.8 2% 
5.19 5.8 8(e) 
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Industrials (Continued) 













Recent Reported Earning Posi- 
tion of Leading Companies 


‘ket Value 
per Ratioof Earned Feb. 24, 
Company Period Dollar Debt per 1930, 
of of Net toNet Share of Times Dividend 
Report Worth W Common Rate 
Phoenix Hosiery .....-.secccees 1929 .08 ND 59 19.38 _ 
Pierce Arrow Motor Car. Ty 1929 23 3 4.06-A 5.9 oe 
Porto Rican American Tobacoo,. 1929 .09 42 4.68-B 4.7 pont 
Prairie Oil & Gas...sccccccocee 1929 .08 ND 6.89 7.9 2 
Pressed Steel eecccccccoesse 1989 04 14 .83 7.8 on 
Raybestos Manhattan ......-6.. 1929 17 ND 4.74 8.4 2.60 
Real Silk Hosiery Mills......... 1929 NE NE 9.29 6.1 5 
Rio Grande Oil ...csscccccccccee 1929 18 58 3.9 2 
Safeway Stores .......- seoseend:, 208) 18 l(ms) 9.02(kp) 11.0 5 
Sharp & Dohme ......ccccccvece 1929 17 4(m) 1.18(r) 15.3 -_ 
Simmons Co, .....- +. 1929 12 58(s) 4.14 16.2 8(a) 
Stewart Warner ... 1929 33 ND 6.37 1.3 8% (a) 
Superior Steel ......06. 1929 01 34 63 82.9 ~~ 
Thompson Products, __ 1929 18 ND 4.58-NS 71.6 1,.20(a) 
Timken — Axle.. 1929 09 ND 1.28 13.0 -60(a) 
Trico Products ...... ecccccce 1929 +48 NM 6.66 5.7 2% 
ner ig 2 Elliott iaher’ cocvcce, S0ne 22 ND 10.08 11.8 6 
U. 8. Gypsum....... cocccccccce 63080 NR NE 3.98 11.3 1.60 
United Varde Ext. ecccce 1089 19 ND 2.84 4.3 4 
Waldorf System, Inc............ 1929 NBR NR 2.60 10.4 1% 
Walworth } aasacessowewcssee . Sau ll 67(s) 6.10 5.9 2 
Westinghouse Air Brake....... - 1929 14 ND 2.78(p) 17.8 2 
Zonite Products ......... eccccce 1929 43 ND ‘ 9.9 1.60 
Railroads 
Atchison, Topeka & Santa Fe.. 1929 08 88 22.71(p) 10.3 10 
Baltimore & ObiO.....secccccom 1929 08 141 10.30(p) 11.8 7 
Buffalo, Rochester & Pittsburgh. 1929 04 150 6.18(p) 14.1 4 
a Corp, ccccccccccvece 1929 .05 55 2.61 27.9 8 
Chicago & Altom,....cccccsecoes 1929 (d) NE (d) a _ 
Chicago & North ecccecee 1929 06 131 8.43(p) 10.8 5 
Clevel., Cinc., Chic, & 1929 08 189 18.68(p) 15.8 8 
Delaware & Hudson ...cccccccss 1929 07 63 15.14 11.4 9 
Delaware, Lackawanna & West. 1929 08 NM 7.90(p) 17.8 6(a) 
Gulf, Mobile & Northern....... 1929 04 25 8.52(pz) 11.9 — 
Lehigh Valley ..... ccccccccccee 1080 06 74 6.07 12.2 3% (a) 
Louisville & Nashville.......... 1929 .06 114 11.78(p) 11.4 rf 
New York Central....cccccccccee 1929 10 86 16,88(p) 10.8 8 
Norfolk & Southern.........00. 1929 02 80 2.17(p) 13.5 - 
Northern Pacific ....ssesccsccee 1929 +05 8.79(p) 10.7 5 
Reading ....ccccccccccccsccccee 1929 06 47 9.08(p) 13,9 4 
Wabash ..... encccsoosscos SURO 04 70 -68(p) 10.1 _ 
Wheeling & Lake Erie......... 1929 06 83 9.58(s) 12.0 
Public Utilities 
Brooklyn-Man, Transit ......0+. 7 mos. 05 179 3.95 17.7(g) 4 
Brooklyn Union Gas.....- 1929 08 $1 1.64 22.7 5 
Columbia Gas & Electric.. 1929 08 29 8.11 28.7 2 
Commonwealth & Southern 1929 04 83 15 22.3 60 
Consolidated Gas ....se-ee 1929 08 28 4.76 25.3 a 
Detroit Edison ......... 12mos. .09 74 10.69 22.6 8 
Pacifico Gas & Electric.. 1929 08 113 8.26(p) 19,1 2 
Public Serv. Corp. of M. _ Shee 1929 09 65 13 23.1 3.40 
Tri-Utilities Corp. ........00... Year NE NR 8.51 13.5 1.20(a) 
United Gas Improvement....... 1929 07 64(s) 1.87(p) 27.4 1.20 
(a) And extra. (b) Before taxes. (c) Before depletion. (d) Deficit. (e) Payable 
in stock. (g) Figured on basis of estimated ann earn as indica by period re- 
ported. (k) Based on average number of shares outstanding during period. (m) Tnelud- 
ing mortgages. (n) Including non-recurring income equal to $1.10 per share. (p) Pre 


liminary figures. 


(s) Including obligations of subsidiaries. 
NM—Negligible, 


preferred. ND—No funded debt. 


(r) Including operations of predecessor companies from January 1, 
(z) Not allowing for accumulated dividends on 
NR—Unavailable. NS—New stock. 








MARKET STATISTICS 


N. Y. Times 
N.Y. Times —Dow, Jones Avgs.— 7— 50 Stocks——, 
40 Bonds 30 Indus, 20 Rails High Low 

Saturday, February 15 ........ 87.18 269.25 155.25 226.04 223.12 
Monday, February 17......... 87.06 270.54 155.09 2265.98 221.97 
Tuesday, February 18 .....-.. 87.07 270.78 155.44 228.38 224.36 
Wednesday, February 19 ..... 86,95 268.46 154.95 227.35 223.08 
Thursday, February 20 ...... - 87.02 263.41 152.49 223.82 218.07 
Friday, February 21 ....... «+. 87.04 265.81 154.11 221.86 217.68 
Saturday, February 22 ........ HOLIDAY — EXCHANGE CLOSED 
Monday, February 24 ........ 87.08 262.47 152.97 221.138 217.10 
Tuesday, February 25 ...... +» 86,97 262.80 152.17 219.78 215.78 
Wednesday, February 26 ..... 86.98 269.06 152.90 223.20 218.67 
Thursday, February 27 ....... 87.04 269.89 152.66 225.14 221.58 
Friday, February 28 ..... ccooe © 0.8 271,11 162.84 226.12 221.80 





Sales 
1,696,920 
8,289,170 
8,795,310 
8,484,810 
8,661,070 
2,666,570 


2,820,430 
2,632,910 
3,017,760 
8,810,110 
8,209,510 


























Special 


Short Term 


Offer 


to 


Newsstand Readers 


of 


eeMAGAZINE 
WALL STREET 


To meet the needs of our 
newsstand readers who pre- 
fer a Get-Acquainted Sub- 
scription before becoming 
regular subscribers, we are 
making this Special Offer. 


Send $1.00 and we will enter 
you for a Special Short Term 
Subscription to THE MAGA- 
ZINE OF WALL STREET to 
include the issues of March 22, 
April 5, April 19, and May 3, 
1930. 
many profit-making market 
opportunities and help you 
keep in touch with the world 
of investment and business 
during this critical period. 


They will contain 


Accept this offer immediately and you 
will be entitled to all the privileges of 
the Personal Service Department of 
THE MAGAZINE OF WALL STREET. 
This will entitle you to a personally 
dictated letter or wire regarding any 
listed securities which you hold or 
think of buying. Tremendously valu- 
able in avoiding losses and making 
substantial profits. 


(Address may be changed by 
sending three weeks’ notice.) 


eae $1.00 to = en and ,w=ame 
THE MAGAZINE OF WALL STREET, 


42 BROADWAY, NEW ‘YORK CITY 


I enclose $1.00. 
sues mentioned in the above special 
offer beginning with March 22. 


Mail me the four is- 


COROT e eee eee eee ee Eee eee 


. State 


cere eeeee 


Please write me a letter concerning the 
outlook for the following securities: 


DIf you would like to have this special 
subscription cover eight issues instead 
of four, running through to include the 


ys 28, 1930, check here and 
2.00. Mar. 8-A 





MARCH 8, 1930 


ee ee 
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(Continued from page 814) 

The present price of the bond of about 
118 represents a premium for the con- 
version privilege and is equivalent to 
79 for the stock, as against the market 
price of 68. Although the bond is re- 
deemable at 102!/, there is little like- 
lihood of this occurrence for some time 
in view of the rapid expansion of the 
company and the concomitant demand 
for new capital. From July Ist, 1932, 
to July 1st, 1935, the bond is convert- 
ible into stock at 70; thereafter to ma- 
turity at slightly over 73. 

International Telephone & Telegraph 
Corp. is a world-wide communications 
system interested in telephone, tele- 
graph, cable and radio developments 
in many parts of the globe. After ap- 
proximately a decade of rapid expan- 
sion and acquisitions, the company is 
entering the second phase of its career 
by concentrating its attention in build- 
ing up the earning power of its proper- 
ties. Earnings have increased rapidly 
and for the year 1929 (with the month 
of December estimated) amounted to 
$27,350,000 gross operating profit after 
depreciation and taxes. After subsidi- 
ary company interest charges and min- 
ority interests, there remained for the 
company $20,800,000, equivalent in 
the calendar year to more than four 
times interest charges. Earnings on 
the common stock are showing steady 
increase aggregating about $3 in 1929 
as against $2.46 the year previous. 


The Texas Corp. 5s of 
1944 came on the mar- 
ket last October in the 
amount of $100,000,- 
000, and aside from this there are out- 
standing somewhat less than $25,000,- 
000 of subsidiary funded debt and pur- 


Texas 


Corp. 5s 


chase money mortgages. The issue is . 


convertible into common stock at $70 
a share until October Ist, 1930, at $75 
in the following year, at $80 in the 
next three years, and at $100 during 
the five years between October Ist, 
1934, to October Ist, 1939, and at 
$125 thereafter to maturity. 

The company is the largest so-called 
independent oil company in the coun- 
try. Steady expansion has been shown 
for several years past, especially in ex- 
tending its producing and marketing 
facilities as well as in the field of natu- 
ral gas. In 1928, the California Pe- 
troleum Corp. was acquired, contribut- 
ing a substantial increase to the crude 
oil production of Texas and rounding 
out its distributing facilities on the 
Pacific Coast. Net income in 1928 
was $45,073,880, a gain of about 
127% over the year before, and equiv- 
alent to $5.34 on each common share 
of $25 par value. Income for 1929 
was $48,318,072 or $5.12 a share on 
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the average number of shares outstand- 
ing during the year. The stock carries 
a dividend of $3 per annum. 

The stock has recognized attributes 
of a sound equity investment which 
should enhance in value with the nor- 
mal growth of the company. The con- 
vertible debenture as a long term call 
on the stock represents an attractive 
option and can currently be obtained 
at about 100 to yield 5%. 








Market Sees Public Following 
Through Bullish Antics 


(Continued from page 748) 








These are two logical 
interpretations of the 
current market situ- 
ation which make 
more intelligible the irregularly up- 
ward price trend which has obtained 
since the start of the year. In their 
immediate influence and in their ulti- 
mate results they tread a common 
ground. They both give recognition 
to organized support. But such sup- 
port in the present market that is cal- 
culated to bolster up general business 
activities may be withdrawn when it 
has served its purpose. Perhaps its 
ultimate successes or failures may even 
be anticipated. A possible recession in 
the general market because of the with- 
drawal of such ~support can only be 
suggested but not accurately timed. 

Likewise, both the success or failure 
of a distributive movement should 
mark a price recession. If fine distinc- 
tions are to be drawn, one might say 
that the end of a distributive move- 
ment ‘would be marked by a consider- 
ably more severe decline in values and 
would have less advance warning than 
if the support is merely intended as a 
business. tonic. Both of these views 
presume’ artificial market influences 
rather than what might be termed a 
“natural” market, such as would re- 
flect the ebb and flood tides of business 
operations. 

In conclusion, it might be well to 
counsel that the temptation to gather 
in trading profits in this kind of a mar- 
ket must be weighed against the pros- 


Organized 
Support 


pects of obtaining sound investment | 


issués on a better income basis at a later 
period. The long range promise of im- 
provement in corporate earning power, 
while not discussed above, certainly has 
a logical place in the investment pro- 
gram of the foresighted investor. Some- 
where in the interim, however, there 
seems to be a logical expectancy of a 
general if temporary recession in val- 
ues. The danger that such a recession 
might not be accurately timed, can to 
a very practical extent be minimized by 


selection of sound investment stocks 
not overvalued, and purchased on re- 
actions. The bulges in individual issues 
that may be expected for the near 
range future might be used to further 
lighten one’s investment list in prepara- 
tion for desirable trading opportunities 
or the more attractive investment values 
that we believe a future recession in 
prices would represent. 








Gold Dust Corporation 
(Continued from page 773) 








outstanding when the Standard Milling 
merger is entirely completed. Both 
stocks are of no par value. 

The fiscal year of the company has 
been changed to the calendar year. The 
consolidated net profit, including Stand- 
ard Milling and subsidiaries for the 
period prior to consolidation with Gold 
Dust, was $7,586,963 after Federal 
taxes, depreciation and interest, for the 
full 1929 year. This figure was equal, 
after preferred dividends, to about $4 
a share. For the year ended August 
31st, 1928, excluding Standard Milling 
and American Linseed operations, net 
after all charges was $2,731,769. 

The profit and loss surplus at the 
close of last year stood at $15,233,215, 
compared with $13,624,266 as the sur- 
plus of Gold Dust and Standard Mill- 
ing at the time of merging. An ad- 
justment in the surplus account was 
necessitated by the loss of $1,052,910 
on the sale of the capital assets of the 
latter company before the merger. Cur’ 
rent assets of $33,771,864, including 
more than 11 millions in cash and call 
loans, were virtually five times current 
liabilities, with net working capital of 
nearly 27 millions. Total assets were 
nearly 53 millions. 

Current earnings are said to be run- 
ning double the regular annual divi- 
dend of $2.50. It is not believed, how- 
ever, that this rate will be advanced or 
or that extras will be declared while 
the company’s expansion program is 
active. 

The recent price around 42 affords 
a yield of 6% and is somewhat better 
than 10 times earnings. In view of its 
growing earning power, the stock not 
only offers investment value at present 
levels but holds attraction for market 
price enhancement. 
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TO STOCKHOLDERS OF 


Cruciste Steet Company or America 


OFFICE OF CRUCIBLE STEEL COMPANY OF AMERICA 
15 ExcHANGE Ptacz, JERSEy City, N. J. 


TO THE STOCKHOLDERS: January 31, 1930. 

The Board of Directors submits herewith its twenty-ninth Annual Report of operations for the fiscal year end- 
ing December 31, 1929. Included is a certified consolidated balance sheet showing the financial condition of the 
Company and its subsidiaries as of that date. 

Operating Profits (after all taxes) In submitting the foregoing Profit and Loss Statement, 
Other Income your Chairman calls attention to the fact that the earn- 
——————_ ings of your Company for the year 1929 are larger than 
$12,949,316.57 they have been for several years. During the first six 
less Repairs and Maintenance} months of 1929 your Company had a steadily increasing 
Depreciation and Renewals $4,584,889.80 business, both in volume and profits. Beginning in July 
Interest on Bonds the volume decreased but, notwithstanding, the Company 
—S was able to show substantial earnings for the last six 
——— months. The total net profits for the year were 
Net Profit $8,162,343.42, which, after payment of dividends on the 
Preferred stock, left $6,412,343.42 applicable to dividends 
————— on Common stock, representing earnings at the rate of 
Amount added to Surplus $11.66 per share, 

As announced in previous statements to the stockholders, your Company is carrying a substantial block of 
its own Common Stock. Recently a dividend of 3%, payable in this stock held by the Company, was declared. 
This was in line with the policy announced in the Annual Report of 1928. 

During the recent unprecedented decline in the market, large financial and other institutions made substantial 
purchases of securities for the purpose of stabilizing business and restoring public confidence. At that time the man- 
agement of your Company, having in view not only the general situation but also the protection of its own stock- 
holders, purchased additional Common stock of the Company which, with other purchases made during the year, 
amounted to $2,676,000.00. 

Your attention is called to the fact that an investigation of the books and property of the Company disclosed 
that the item of Good-will, Patents, Trade Marks, etc., which had been included with Real Estate, Plant and Equip- 
ment in the published Consolidated Balance Sheet, has not been carried on the books of the Company at any specific 
amount, and that the values of the Real Estate, Plant and Equipment are so much in excess of the amount at 
which they (including Good-will, Patents, Trade Marks, etc.) have been carried on the books, that the Board of 
Directors instructed that the item of Good-will, Patents, Trade Marks, etc., be set up on the books as a separate 
account at the nominal value of $1.00. The Good-will, Trade Marks and Patents are of great value to your Com- 

y but, as the real value could not be determined, it was considered conservative and proper to eliminate them 
rom the Real Estate, Plant and Equipment account. 

During the year your Company expended for extensions and improvements the sum of $2,380,000.00. These 
expenditures were made principally, as hereinafter stated, for the purpose of taking care of the very large increase 
in the demands for corrosion-resistant steel. 

The manufacture and use of corrosion-resistant steel during the year 1928 was the outstanding development of 
recent years in the industry, and production for 1929 has far exceeded our most optimistic estimates. Your Com- 
pany increased its business in these grades by more than 250%. 

Heretofore certain industries have made use of these steels to offset the ravages of the more destructive agents, 
such as acids, heat, etc. Now the field for applications appears unlimited, the demand taxing the capacities of 
manufacturers of high grade steels in this highly specialized line. For this reason the Company has been, and still 
is, enlarging its productive capacity by erecting new buildings and installing new machinery and facilities. This, 
in addition to the increasing demands for high speed and high grade tool steels, is increasing production in your 
crucible mills. . 

In the architectural fields, the now famous Chrysler Building is applying the corrosion-resistant metal known 
as “Nirosta,” with its beautiful and permanent lustre, from the finial to the subway entrances. The adoption of 
corrosion-resistant steel by the Ford Motor Company, and others, to replace parts heretofore plated, is a note- 
worthy development. In both instances, your Company has participated extensively, nothwithstanding misleading im- 
plications in the advertising of certain producers that the business is exclusive and limited to individual brands. 

In the manufacture of these steels, your Company offers the most diversified line of any individual steel com- 
pany in this country, producing, as it does, ingots, billets, bars, forgings, plates, sheets and wire; also cold drawn 
and cold rolled, machined, ground and polished products, while satisfactory associations with other mills make avail- 
able the highest grades of seamless and welded tubing, structural shapes, etc. Furthermore, in its association with 
Fried. Krupp, Akteingessellshaft, through an exchange of valuable patent rights, your Company’s position has been 
strengthened, its line of products and treatments supplemented, and its sphere of usefulness further extended. 

In June of this year your Company entered into a contract with the Shenango Furnace Company for the pur- 
chase of a one-half interest in its ore properties. These properties consist of the well-known Shenango, Web i 
Virginia, South Tener and Whiteside Mines in the Mesaba Range, St. Louis County, Minnesota—this transaction 
to be closed as \of January 1, 1930. These rties contain the grades of ore which your Company has been us- 
ing for the past ten years. Payment for this ore will be made principally by the issuing of Common stock of the 
Crucible Stee! Company of America, and the details of this transaction will be reported to you after the matter 
has been finally closed. The purchase of this ore is one of the most important acquisitions ever made by your 
Company and, coupled with its own coal and limestone, assures your Company of an independent twenty years’ 
supply of each of these basic raw materials required for the manufacture of steel. 

The Ordnance Department of your Atha Works has been practically without business for several years. The 
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the next twelve to eighteen months. 
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recently completed cruisers built by the Government req uire shells and we have been awarded a contract for the 
manufacture of a quantity of these munitions which, with other Government work, gives us a good operation for 
This, in addition to our usual commercial business at this plant, will ma- 


terially increase the output and utilize all of our manufacturing facilities there. 


_ ASSETS 


PROPERTY: 
Real estate, plant and equip- 
ment (including coal prop- 


UD va cbccctesccesave $117,806,951.33 n—_550 ns 
WOES coco svscesss 31,554,258.25 ee ov n° Speer a Sunaina 
er re $86,252,696.08 BONDS OF SUBSIDIARY 
Good-will, patents, trade- COMP ANY: 
marks, etc. .....cesecee8 1.00 Pittsburgh Crucible Steel 
$86,252,697.08 Company 5% first mort- 
INVESTMENTS: gage bonds, due serially, 
United States Government ,000.00 per annum .. 4,000,000.00 
securities (deposited with 
pad bene J _ Industrial 908,000.86 CURRENT LIABILITIES: 
OMMISSION) «cecesevsee 9! he! Notes payable a a ae a $2,000,000.00 
Other securities .........- 35,340.00 340.00 Accounts payable ......... 5,581 ,825.82 
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. on common stoc 
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payment of stock dividend  1,650,000.00 ar eee te aN Maneiels 
Notes receivable .......... 92,169.73 10,794,114.25 
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Inventories of finished and for fire, marine and acci- 
semi-finished products, dent insurance ....... $788,448.61 
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Eee ’ ?' . Ae SG RA 
DEFERRED CHARGES ok dash tindihe $1,288,448.61 
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By order of the Board of Directors, 
H. S. WILKINSON, Chairman 


Cruciste STEEL CompANy oF America (Incorported in New Jersey) and Subsidiary Companies 
CONSOLIDATED BALANCE SHEET, as of December 31, 1929 


CAPITAL STOCK: 


Preferred — 250,000 shares 
7% cumulative .. 
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Trade Tendencies 
(Continued from page 782) 








The extent of this gain is not sur- 
prising, however, when it is realized 
that it represents the return to steel 
markets of important consumers who 
had curtailed requirements too closely 
during the uncertain months of No- 
vember and December, last, in their 
fear of overloading inventories at a 
time of a possible industrial crisis. 
This resumption of normal buying has 
placed steel output well in line with 
actual consumption and further gains 
must necessarily be in response to in- 
creases in current utilization. Railroad 
requirements are maintaining favorable 
levels with purchases of cars, rails and 
miscellaneous equipment reported in 
heavy volume. There are no indica- 
tions that substantially larger steel ton- 
nages will be required in this direction 
during the coming season; but neither 
should demand slump seriously. Ag- 
ticultural implement manufacture, also, 
continues in good volume. Production 
of automobiles has gained, but is still 
much below last year and of course does 
not hold its position steelwise. More- 
over, the largest increases have been 
made in the manufacture of smaller 
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cars and this fact means proportion- 
ately less steel. On the other hand, 
heavier tonnages for heavy construc- 
tion work may be expected as the 
building season gets under way and 
broader demand for pipe line, which 
has been virtually negligible of late, 
must necessarily add to total steel vol- 
ume. 

With larger volume and more press- 
ing demand, prices have steadied. 
There has been talk in some quarters 
of advanced quotations but at present 
higher prices seem hardly justified. 
Earnings, of course, are improving as 
heavier operations lower the cost per 
unit output and should be at relatively 
satisfactory levels. 





AGRICULTURAL 
IMPLEMENTS | 











Crop Uncertainties Cloud Outlook 


The outlook at the first of the year’ 
for any industry whose earnings are as 
dependent from season to season on 
the vagaries of weather, crops and 
farmer credit as are those of the farm 
equipment industry is quite naturally 
as uncertain as prospects for the fac- 
tors upon which it is contingent. At 
such a time, the effects of broader, 
secular trends must be considered in 


relation to the immediate position and 
with an eye to the various eventuali- 
ties which may develop. And the most 
important influence in the agricultural 
implement field is the steadily increas- 
ing growth of rural mechanization as 
farmers become educated to the fact 
that modern equipment means _ less 
labor and more profit. Notwithstand- 
ing the extensive progress made along 
this line in the past decade, it is esti- 
mated that approximately 70% of po- 
tential demand remains to be satisfied 
outside of growing replacement re- 
quirements. Hence we may expect, 
over an extended period, a future 
marked by increasing earnings for com- 
panies with a diversified line of prod- 
ucts and a vigorous sales organization. 

During the near term, however, this 
expansion is likely to be checked to 
some extent. In the first place, export 
trade, which is said to account for over 
20% of total sales, has slumped con- 
siderably because of poor crops in Can- 
ada, in South America and in Aus 
tralia and while easier credit conditions 
abroad may lead to improvement in 
foreign sales later on in the year, total 
volume will probably suffer a tempo- 
rary setback. In addition, the drastic 
declines which have recently developed 
in quotations for farm products may 
effect domestic sales adversely. On the 
other hand, more available farm credit 

(Please turn to page 824) 
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The Baltimore and Ohio Railroad Company 


OFFICE OF THE PRESIDENT 





Baltimore, Md., Feb. 28, 1930. 
To the Stockholders of 
The Baltimore and Ohio Railroad Company: 

The President and Directors submit herewith a preliminary condensed income statement, compared with the preceding 
ys together with balance sheet, as of December 31, 1929, and certain other general information which it is thought will be 
of interest. 

The Annual Report in the customary form will be prepared and forwarded ijater to those stockholders who may ad- 
vise the Secretary of the Company of their desire to receive a copy. 

The net income for the year available for dividends and other corporate purposes, after the payment of interest, 
rentals, taxes and other fixed charges, was $28,767,908. 
This is a decrease of $333,023, compared with 1928, in which year your Company earned the largest net income in its history. 

After paying the 4% dividend on the Preferred Stock, there remained $26,413,380, 
equal to $11.24 per share on the average amount of common stock outstanding during the year. Quarterly dividends at 
the annual rate of 6% were declared on the common stock for the first six months of the year, and at the annual rate of 
7% for the last half of the year. The total dividends declared on the common stock amounted to $15,367,783, 
leaving a Surplus from the operations for the year of ° $11,045,597, 
The total accumulated surplus of your Company on December 31, 1929, was $114,468,786.22. 

Your Company increased its capital by the issue and sale of $41,107,700 additional common stock at $100.00 per 
share to its stockholders as of June 20, 1929. This sale not only provided funds necessary for additions and betterments 
to the property, but increased the ratio of capital stock to total capitalization, thereby placing the Company in a better credit 
position. The ratio of stock to total capitalization is 36.41%,. and the ratio of funded debt is 63.59%. 

During the year there was an increase in investment in road of ae $15,293,860 


and in real estate of 
New equipment was acquired at a cost of...........6. SP eee eee amine <a . « +-$14,560,820 
and old equipment retired in the amount of 7,408,929 





Resulting in a net increase in Investment in Equipment of oot 7,151,891 


Total increased investment in property used in transportation service .« - $24,813,486 

The additional equipment consisted of one heavy freight locomotive, one gas-electric car trailer and 100 steel-under- 
frame caboose cars built at the Company's shops; and there were purchased fifteen all-stee] baggage cars, ten all-steel 
baggage and mail cars, 100 all-steel express cars, 2,675 all-steel box cars, 1,700 all-steel hopper cars, 700 all-steel gon- 
dola cars and certain miscellaneous pieces of equipment. 

é 

Eighty-seven locomotives, eleven passenger train cars, 6,314 freight-train cars, 864 pieces of work equipment and 

fourteen pieces of miscellaneous equipment, no longer suitable for modern and efficient service, were retired during the 


year. ‘, 


Effective April 28th the Washington-Baltimore-Philadelphia-New York passenger service was increased by two additional 
trains in each direction, one of them a special feature train, known as the “Columbian,” carrying Colonial Dining Car, 
Observation Parlor Car and Club-Lounge Car, in addition to the regular Pullman equipmént, as well as individual seat coaches 
that offer additional comfort without extra charge. 

There was a decline in volume of traffic handled during the last three months of the year. Notwithstanding this, 
the revenues during the full year increased as follows: 


Freight Revenue or eRe ee Ee ee Pee ee $ 8,273,958 
1,618,953 


Mail revenue 
Express revenue 226,530 
Miscellaneous revenue 54,158 


MUON en cate s  eieie aiveww sig ta No dale as aca sabres ee Pane eon ee bivtrieis wie we le wip am bie WLS ae $10,173,599 


The decline in passenger traffic continued throughout the year, the loss in such revenue having been.. 1,573,504 


$ 8,600,095 


Net Increase—All Earnings 


The increase in mail revenue is due to increased compensation paid by the Government, the revenue for the year 
1929 including not only the increased current rates, but an adjustment paid by the Government in July of $1,331,824 cover- 
ing the period from May 9, 1925, to July 31, 1928. 

The increase in freight revenue was 4.2%, as compared with an increase of 2.05% in revenue-ton miles, while pas- 
senger revenue decreased 6.64%, as compared with a decrease of 5.2% in revenue passenger miles. 

The property has been well maintained, there having been a very liberal maintenance program carried out during the 
year, as indicated by an increase in maintenance expenses of $6,883,767, or 9.26%, when compared with 1928. 

Transportation expenses increased $529,082, or only 0.64%, notwithstanding an increase in operating revenues of 
over 3.00%. Tons of revenue freight handled increased 4.71%, with an increase in revenue-ton miles of 2.05%. As a re- 
sult of better performance, transportation expenses required but 33.80 cents of each dollar earned in 1929, as compared 
with 34.81 cents in 1928. 

The ratio of operating expenses to operating revenues in 1929 was 73.58%, as compared with 72.86% in 1928. The 
increase is due to the liberal maintenance program above referred to. 

The Management again commends the Baltimore and Ohio service to the shareholders, and through them, to the gen- 
eral public. Your cooperation is solicited in order that a greater proportion of the traffic moving to and from the terri- 
tory served by your Company may be secured. The interest and assistance manifested by the shareholders in the past have 
been most helpful, and it is hoped that their sympathetic cooperation will be continued. 


DANIEL WILLARD, 
President. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





Rex 
Rex 
Av 
Av 
To: 
Rex 
Av 
Avi 
Rey 
Fre 


Defe 


Tots 
Tota 
Loce 


Frei, 
Tug: 
Wor 


Mé 


—_t = he] Bae oe we om 


." 


The Baltimore and Ohio Railroad Company 
INCOME ACCOUNT 


Revenue from freight transportation 
Revenue from passenger transportation .. 


Revenue from mail, express and other transportation service 


Total Railway Operating Revenues 


Maintenance of Way and Structures ... 


Maintenance of Equipment 
Traffic 
Transportation 


General 


Total Railway Operating Expenses 


Transportation Ratio 
Total Operating Ratio 


Net Revenue from Railway Opérations 


Total Charges to Net Revenue 


Increase or Decrease 


1929 ‘ep Amount 


$205,489,402 $197, 


5,444 $ 8,273,958 


22,138,627 23,712,130 1,573,503 
17,790,747 15,891,107 1,899,640 





$245,418.776 $236,8186,681 $ 8,600,095 





$ 29,418,140 $ 26,895,746 $ 2,522,394 
51,765,468 47,404,095 4,361,373 
5,948,432 5,748,601 199,831 


82,958,813 82,429,731 
8,250,057 7,958,369 
2,229,124 2,114,326 





$180,570,034 $172,550,868 $ 8,019,166 





% 


Te 
742 $ $ 580,929 





$ 11,965,798 11,638,718 $ 327,080 2.81 
Equipment, Joint Facility Rents, etc. .......ccce.ceccecceceecucs 3,698,834 3,241,378 457,456 14.11 





15,664,632 14,880,096 $ 784,536 5.27 





Net Railway Operating Income, as defined in Transportation Act of 1920 $ 49,184,110 49,387,717 $* 203,607 * .41 
Other Income— Rents, Dividends on Stock and Interest on Bonds owned .. 8,427,835 7,378,325 1,049,510 14.22 


57,611,945 56,766,042 $ 845,903 1.49 


Total Income from all sources . 
Deductions for Interest and Rentals 


All Other Charges against Income 


Total Deductions from Income 








28,024,557 26,997,767 $ 1,026,790 3.80 
819.480 667.344 152,136 22.80 





28,844,037 27,665,111 $ 1,178,926 4.26 





Balance of Income available for dividends and other Corporate purposes $ 28,767,908 29,100,931 $* 333,023 1.14 


Dividends declared: 
Preferred Stock—4% 


Common Stock—6% to June 30, 1929, and 7% from 


Total Dividends 


Revenue Passengers Carried 
Revenue Passenger Miles.. .- 
Average Miles per Passenger 


Average Rate per Passenger ‘Mile (cents) 


Tons of Revenue Freight Handled 
Revenue Ton Miles 

Average Miles per Ton ...« 
Average Rate per Ton Mile 
Revenue Tons per Train Mile 


Freight Train Miles per Train Hour 


* Decrease. 


ASSETS 


Investment in Property used in Trans- 


portation Service 
Road 
Equipment 


Investment in Separately Operated Com- 
panies, including Miscellaneous Phys- 


ical Property 


Investment in Sinking Funds and De- 


Posits account Property Sold 
Investment in Other Companies 


Total Investments 
Current Assets 


Total Miles of Road Operated 
Total Miles of All Tracks Operated 
comotives 


Passenger Train Cars 


Freight Train Cars .................. 


Tugs, Barges and Other Boats 
Work Equipment 


MARCH 8, 1930 





2,354,528 2,354,528 


$ meat 
15.367,783 12,911,275 2.456,508 19.03 





17,722,311 15,265,803 $ 2,456,508 16.09 





11,045,597 13,835,128 $*2,789,531 *20.16 





9,038,071 10,257,996 * 1,219,925 


728,586,197 768,550,062 Nia > 


80.61 74.92 
3.039 sues... * 


.69 
.046 


108,602,048 103,714,942 4,887,106 
20,657,869,061 20,243,199,084 41 4,669,977 


190.22 195.18 
9:95 9.74 
871.92 868.28 
11.47 11.43 


Condensed Balance Sheet—Dec. 31, 1929 


$ 894,281,621 


$634,709,671 
259,571,750 


94,153,366 


736,912 
49,553,307 


$1,038,724,406 

73.434.024 
$ 19,389,021 
54,045,003 


5,210,210 


$1,117,368,640 





LIABILITIES 


Capital Stock Outstanding 
Preferred $ 58,863,181 


256,295,434 


Premium on Capital Stock 

Long Term Debt 
Mortgage Debt $478.745,472 
Equipment Obligations 71,623,200 


Capitalized Leaseholds 6,435,950 


Current Liabilities—Traffic and Car 
Service Balances, Accounts and Wages 
Payable, Interest and Dividends Ma- 
tured and Unpaid. Unmatured Divi- 
dends Ueclared, and Other Current 
Liabilities 

Liability for Provident Funds and Other 
Deferred Items 

Accrued Depreciation—Equipment 

Reserve for Taxes, Insurance, Operation, etc. 

Surplus 


$ 315,158,615 


3,355,721 
556,804,622 


31,608,063 


9,772,838 
70,160,425 
16,039,570 

114,468,786 


: 117,368,640 





ROAD OPERATED AND EQUIPMENT 


Steam. .2,349 
Electric. ..13 
Other... 2 





(Continued from page 821) 
released by decreased demand for funds 
in the security markets should militate 
favorably and the average farmer's 
pocketbook should still contain some 
of the proceeds of last season's high 
priced crops. 

On the whole, if the farm income 
during the present crop year is as satis- 
factory as it was in 1929, there is no 
reason why the increased volume which 
will develop in the latter part of the 
year should not offset the deficiencies 
in prospect for the first half. Granted 
this favorable situation, principal man- 
ufacturers should be able to average 
entirely satisfactory earnings. 








Refinancing or Receivership? 
(Continued from page 761) 








from its extreme low, displaying a 
strong tone attributable to the efforts 
of the two factions to secure control 
of approximately 160,000 shares, which 
would turn the balance one way or the 
other. 

In a letter to stockholders William 
Fox took the position that Halsey 
Stuart & Co. were responsible for 
having “plunged” the two corporations 
into their present predicament. He 
charged them with saddling on Fox 
Film a burden of one million dollars 
as extra compensation for banking 
services in connection with the con- 
solidation of his companies even 
though the plans for such merger mis- 
carried. He accuses thern with bring- 
ing suit for money before due and 
having pressed for receivership, which, 
he declared, they know will destroy 
the companies, although they are of- 
fered payment in full for their notes 
now selling at 70 per cent of their face 
value.” 

In his letter Mr. Fox tells the stock- 
holders that they are called upon to 
decide between hopeless and inevit- 
able receivership on the one hand and 
the acceptance on the other of a plan 
which will raise sufficient cash, to take 
the companies out of their financial 
stress. He felt free to answer the 
“propaganda” which sought “to poison 
their minds against a man who had 
built the companies from their small 
beginnings with a cash capital of 
$1,600, to a business of $108,150,000 
in the past year.” In this connection 
it is interesting to note then, when the 
Fox Securities Corporation was re- 
cently formed, potentially available 
holdings, presumably representing the 
equities of Fox himself and those close 
to him, were announced as in excess 
of 100 million dollass. 

The claim of Halsey-Stuart that the 


Financial 
Personalities 


ATES W. McGARRAH, chair- 

man of the Board of Directors of 
the Federal Reserve Bank of New York, 
has resigned to accept an appointment 
as an American director of the Bank 
for International Settlements. It is as- 
sumed that Mr. McGarrah will be 
elected president at the first meeting 
of the directors of the Bank, a position 
for which he is eminently fitted by his 
long and distinguished experience. The 
Federal Reserve Bank, in accordance 
with its custom of rewarding its own 
officials for meritorious service, has 
designated J. Herbert Case, deputy 
governor of the bank, to fill the un- 
expired term of Mr. McGarrah as 
chairman of the Board and Federal 
Reserve Agent. - 


ITING in the March number 

of The Financial Diary, edited 
by §S. S. Fontaine and published by 
Benjamin, Hill & Company, Charles S. 
Dewey, financial advisor to the Polish 
Government and foreign member of 
the council of the Bank of Poland, 
concisely sets forth the economic prog- 
ress of Poland from the ravages of the 
Great War. Mr. Dewey states that 
when peace finally came to the coun- 
try, a great amount of devastation had 
occurred, totalling, according to the 
findings of a duly appointed commis- 
sion, $1,815,000,000. The total public 
debt of Poland today amounts to 
$460,000,000 or approximately $15 
per capita. 


s * 


Ate R. MALTBIE ‘has*been ap- 
pointed by Governor Roosevelt 
to serve as chairman of the Public 
Service Commission. Mr. Maltbie is 
well known as a public utility expert 
and has been retained by the city of 
New York and many other municipali- 
ties as an expert in rate -cases. 


* ® * 


R. ANGELL has been elected 

e president of Continental 
Motors Corporation, to succeed R. W. 
Judson who has become chairman of 


the board. 





Fox corporations were precluded by 
contracts from securing financial aid 
from other banking sources was not 
tenable since the contracts were invalid 
and unenforceable, and besides had 
heen violated when the bankers had 
demanded receivership for the com- 


panies they were under a duty to pro- 
tect. 

He rebuked Halsey-Stuart for its op- 
position to the new financing plan and 
declared that the alleged claim of the 
American Telephone and Telegraph 
Co. for its subsidiary Electrical Re- 
search Products, Inc., that the latter 
had a 15-year contract with the Fox 
companies for licensing them to exhibit 
talking pictures, was without founda- 
tion, but that even if there were such 
a contract, it would probably be de- 
stroyed by receivership into which 
American Telephone seemed to be 
more than willing to force the Fox 
Film Corporation. 

Out of all this welter of interlocking 
ownership of stock, of long-continued 
one-man control, of mergers of other 
companies, of acquisitions of countless 
theatres, of a tendency to assist one 
organization to the financial weaken- 
ing of another, one fact stands out. 
This is that the stockholders of Fox 
Film who, enthused by the prospects 
of a complete merger and the gen- 
erally high stock market purchased 
shares at a high price, have suffered a 
severe financial loss, which is not likely 
of early recovery. Whether the plans 
of the new banking group or those of 
Halsey-Stuart are preferable to re 
ceivership can be proved only by actual 
demonstration. 


Refinancing Better for Stockholders 
Than Receivership 


Receiverships are always expensive, 
and often are calculated to impair the 
value of the company’s securities, 
although it is true that in rare in 
stances companies have emerged from 
the hands of receivers in better finan- 
cial condition than prior to receiver 
ship. This is especially true in the 
case of Federal receiverships, such as 
that of Fox Film would be. 

In most cases, however, the stock- 
holders are not likely to fare very well 
and it generally is conceded that the 
avoidance of receivership through re 
financing is better for the shareholders. 

Either of the bankers’ plans calls for 
stock dilution, which of course will 
affect the value of the present hold- 
ings in some degree, despite the sus 
tained earnings currently reported as 
14 million dollars a year. Fox Film 
has been paying annual dividends of 
$4 on both classes of stock. The last 
declaration of the directors, however, 
was for payment in scrip instead 0 
cash, and it hardly seems possible that 
the corporation will be able to main: 
tain a $4 dividend under the burden 
of cost of refinancing and increase in 
outstanding securities. It is a situation 
which demands both patience and for- 
titude from the stockholders who have 
decided to stick to the ship. 
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I Financial Notices 


Dividends and Interest 


Dividends and Interest 


Dividends and Interest 








Federal Water Service 
Corporation 


Notice of Dividends on 
PREFERRED STOCKS 


The Board of Directors of Fed- 
eral Water Service Corporation 
has declared the regular quarterly 
dividends of one dollar seventy- 
five cents ($1.75) a share on the 
$7 Preferred Stock,3one dollar 
sixty-two and one-half cents 
($1.6214) a share on the $6.50 
Preferred Stock and one dollar 
fifty cents ($1.50) a share on 
the $6 Preferred Stock, all pay- 
able April 1, 1930, to stockholders 
of record at the close of business 
March 14, 1980. 

The transfer books will not be 
closed. 


WALTER A. CuLIN, Treasurer. 
General Mills, Inc. 
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The Directors of General Mills, Inc., an- 
nounce the declaration of the regular quar- 
terly dividend of $1.50 per share upon the 
Preferred Stock of the company, payable 
April ist, 1930, to preferred stockholders of 
record at the close of business March 14th, 
1930. Checks will be mailed. Transfer 
books will not be closed. 


D. D. DAVIS, Vice. Pres. & Treas. 
ALLIED CHEMICAL & DYE OORPORATION 





February 25, 1930. 


Allied Chemical & Dye Corporation has de- 
clared quarterly dividend No. 87 of one and 
three-quarters per cent. (1%%) on the Preferred 
Stock of the Company, payable April 1, 1930, to 
Preferred stockholders of record at the close of 
business March 8, 1930. 


H. F. ATHERTON, Secretary. 


TEXAS GULF SULPHUR COMPANY 

The Board of Directors has declared a dis- 
tribution of $1.00 per share on the Oompany’s 
2,540,000 shares of capital stock without nominal 
or par value, payable on March 15, 1930, to 
stockholders of record at the close of business 
on March 8, 1930. 

Stockholders will be advised later as to what 
Portion of said distribution is from Free Surplus 
and what from Reserve for Depletion. 

H, F. J. ENOBLOCH, Treasurer. 


The American Rolling Mill 


Company 
The Board of Directors of this Company 
on January 7th, 1930 declared the regular 
quarterly dividend of Fifty cents sae. per 
share on the Common Stock of the Com- 
pany payable April 15th, 1930 to stock- 
holders of record as of tare ee 1930. 


° VORHIS, 


Secretary. 








—_—_—— 


Phillips Petroleum Company 
120 Broadway, N. Y. C. 
The Regular quarterly dividend of fifty 
ok he ae hE Se on the 
s e mpa 
A ie. steckholders of 


arch ia 8 
oO. K. WING, Treasurer 
MARCH 8, 1930 








International Petroleum Com- 
pany, Limited 


Notice of Dividend No. 24 


NOTICE is hereby given that a dividend 
of 25c United States Currency per share 
has been declared, and that the same will 
be payable on or after the 15th day of 
March, 1930, in respect to the shares speci- 
fied in any Bearer Share. Warrants of the 
Company of the 1929 issue upon presenta- 
tion and delivery of coupons No. 24 at the 
following banks:— 

The Royal Bank of Canada, 

King and Church Streets Branch, 

Toronto 2, Canada. 

City Bank Farmers Trust Company, 

52 Wall Street, New York, N. Y. 

The National City Bank of New York, 

36, Bishopsgate, London, EB. C. 2, England 

OR 
The offices of the International Petroleum 
Company, Limited, 

56 Church Street, Toronto 2, Canada. 

The payment to shareholders of record 
at the close of business on the Ist day of 
March, 1930, and whose shares are repre- 
sented by registered Certificates of the 1929 
issue will be made by cheque, mailed from 
the offices of the Company on the 14th day 
of March, 1930. 

The transfer books will be closed from 
the 8rd day of March to 15th day of March, 
1930, inclusive, and no Bearer Share War- 
rants will be ‘‘split’ during that period. 

By order of the Board. 

J. R. CLARKE, Secretary. 
56 Church Street, Toronto 2, Canada, 
25th February, 1930. 


Averican TELEPHONE AND TELEGRAPH COMPANY 
GEE. 162nd Dividend 
iy “\ Tue regular quarterly 
1 *) dividend of Two Dollars 
e ey and Twenty-Five Cents 
“SES” = ($2.25) per share will be 
paid on April 15, 1930, to stockholders 
of record at the close of business on 


March 14, 1930. 
H. BLAIR-SMITH, Treasurer. 











THE ELECTRIC STORAGE BATTERY OO. 
Allegheny Avenue and 19th Street, 
Philadelphia, February 18th, 1930. 
The Directors have declared from the Accumu- 
lated Surplus of the Company a quarterly divi- 
dend of One Dollar and Twenty-five Cents ($1.25) 
per share on the Common Stock and the Preferred 
Stock, payable April 1st, 1930, to stockholders of 
record of both of these classes of stock at the 
close of business on March 8th, 1930. 
Checks will be mailed. 
WALTER G. HENDERSON, Treasurer. 


THE BELL TELEPHONE 
COMPANY OF CANADA 


NOTICE OF DIVIDEND 


_A dividend of two per cent (2%) has been de- 
clared payable on the 15th of April, 1980, to 
shareholders of record at the close of business on 
the 22nd March, 1930. 

WwW. H. BLAOK, 


Secretary-Treasurer. 
Montreal, 26th February, 1930. 








E. I, DU PONT DE NEMOURS & CO. 
Wilmington, Del., February 17, 1930. 


The Beard of Directors has this day declared a 
the outstanding 


1930; also dividend of $1.50 a share on the out- 
standing debenture stock of this Company, pay- 


athe eilte et Uintneas on Ae 2 thet 








Public Service Corporation 


of New Jerse 
Dividend ote hee 


Dividend No. 7 on $5.00 
Cumulative Preferred Stock 


The Board of Directors of Public Service 
Corporation of New Jersey has declared divi- 
dends at the rate of 8% per annum on the 8% 
Cumulative Preferred Stock, being $2.00 ps 
share; at the rate of 7% per annum on the 7% 
Cumulative Preferred Stock, being $1.75 per 
share; at the rate of $5.00 per annum on the non 
value Cumulative Preferred Stock, being 
1.25 per share, and 85 cents per share on the 
non par value Common Stock for the quarter 
ending March 31, 1930. All dividends are pay- 
able March 31, 1930, to stockholders of record 
at the close of business March 1, 1930. * 

Dividends on 6% Cumulative Preferred Stock 

are payable on the last day of each month. 
T. W. Van Middlesworth, Treasurer. 








Public Service Electric 


and Gas Company 


Dividend No. 23 on 7% 
Cumulative Preferred Stock 
Dividend No. 21 on 6% 
Cumulative Preferred Stock 


The Board of Directors of Public Service 
Electric and Gas Company has declared the reg- 
ular quarterly dividend on the 7% and 6% Pre- 
fered Stock of that Company. Dividends are 
payable March 31, 1930, to stockholders of 
record at the close of business March 1, 1930. 

T. W. Van Middlesworth, Treasurer. 








Shell Union Oil Corporation 
65 Broadway 
New York City 
February 19, 1930. 
The regular uarterly dividend of 
Thirty-five cents g c) per share has been 
declared upon each share of the Common 
Stock of this Corporation, issued and out- 
standing, said dividend to be paid on 
March 3ist, 1930 to stockholders of record 
March 6th, 1930. 
Checks will be mailed. 
JAMES H. BROOKMIRE, 
Secretary and Treasurer. 


LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 


February 21,1930 
E Board of Directors of Loew's Incor- 
rated hasdeclaredaquarterlydividend 
of 75c per share on the Common Stock of 
this Company, payable on the 31st of March 
1930 to stockholders of record at the close 
of business on the 14th of March 1930. 
Checks will be mailed. 


DAVID BERNSTEIN 
Vice President & Treasurer 











CORPORATION 
New York, February 27, 1930 


A quarterly dividend of one and three- 
quarters pereent (134%) on the Preferred 
Stock of this Corporation has been de- 
elared, payable on April 1, 1930, to stock- 
holders of record at the close of business 
Mareh 17, 1930. 

JOHN M. BARBER, Treasurer 




















$50,000,000 


American & Foreign Power Company Inc. 
Gold Debentures, 5% Series due 2030 


To be dated March 1, 1930 To mature March 1, 2030 


The following information has been summarized from the letter dated March 3, 1930, from Mr. Floyd B. Odlum, Vice-Chairman of American & Foreign 
Power Company Inc., copies of which may be oblained upon request, and is subject to the more complele information contained therein: 
BUSINESS 
American & Foreign Power Company Inc., incorporated in Maine in 1923, controls directly or indirectly a diversified group of companies supplying 
electric power and light and other public utility services in Cuba, Argentina, Brazil, Chile, Mexico, Panama, Guatemala, Ecuador, Colombia, 
Venezuela and Costa Rica and in the International Settlement of Shanghai, China. The company also has a one-half interest in the Tata Hydro- 
Electric Agencies Limited of Bombay, India. (which company manages certain hydro-electric companies in the Bombay district) and owns min- 
ority interests in companies in five other countries. 
Operating subsidiaries. served as at September 30, 1929 a total of 724 communities, including 699 supplied with electric power and light service, 
8 with manufactured gas, 11 with water, 41 with transportation service, 49 with telephone service and 39 with ice. Total population of the terri- 
tories served by such subsidiaries is estimated in excess of 11,000,000. 
EARNINGS 
Consolidated earnings of the company and its subsidiaries for the twelve months ended December 31, 1928 and 1929 (earnings of a 
acquired during such periods being included only from dates of acquisition) were as follows: 
Twelve months ended December 31 
.$30,112,578 $63,709,207 
$17, 777,628 $36,028,272 
2,523,826 6,354,933 
$29,673,339 
1,720,519 3,397,773 
$13,533,283 $26,275,566 


























American & Foreign Power Company Inc.: 
Bal of idiary panies’ i applicable to American & Foreign Power 
Company Inc. (as shown above) 533, $26,275,566 
ee GTS 6 ccc ccsnepenesudbensegddsasbenen KUN eAb bu uSRADOS bods adore cenbhssscce 392,811 1,558,834 
$13,926,094 $27,834,400 
702,888 1,732, "479 
Bal before ded $13,223,206 $26,101,921 
Annual interest nasibadeen on pongbgpony Gold Debentures, 5% Series due 2030...... $2,500,000 


The above statement, which includes earnings applicable to American & Foreign Power Company Inc., shows consolidated net earnings of th _ 
company and subsidiaries, for the twelve months ended December 31, 1929, of $26,101,921 which, after deducting annual interest charges of the sub 
sidiary company obligations about to be sold as referred to below, is equal tomore than 10 times the annual interest requirement on these debentures- 
Actual net earnings, before deducting interest, of American & Foreign Power Company Inc. (not including undistributed earnings of subsidiaries 
applicable to it) for the twelve months ended December 31, 1929, were $19,177,829 which, after a corresponding deduction for interest on such 
subsidiary company obligations, i is equal to more than 7 times such interest requirement. 
Proceeds from the sale of this issue of $50,000,000 Gold Debentures, 5% Series due 2030, together with funds presently to be received from Electric 
Bond and Share Company of approximately $37,000,000 in payment in full of its subscription to Seccnd Preferred Stock, Series A ($7) of the com- 
pany and in addition of $16,000,000 (plus accrued interest) in payment for the purchase from the company of a like principal amount of subsidiary 
company obligations, will be used to retire all existing interest-bearing indebtedness of the company (which does not include substantial contract 
obligations not now due incurred in connection with the acquisition of certain properties, the earnings of which have been included in the above 
statement of earnings). 
Of the total gross earnings of subsidiaries for the twelve months ended Cecember 31, 1929, approximately 75% was derived from electric power and 
light service, 18% from transportation service, 4% from manufactured gas service and 3% from other sources. 

ITY : 
Based on current quotations on the New York Stock Exchange and the New York Curb Exchange, the indicated market value of the company’ $ 
outstanding preferred and common stocks and option warrants (the quotation for the common stock being approximately $93 and for the 
option warrants being approximately $69) is more than $650,000,000, without including any value for 3,667,376 option warrants issuable upon full 
payment of subscripti ons for preferred stocks. 














SUPERVISION 
Electric Bond and Share Company superyise& (under the direction and control of the Boards of Directors of the respective companies) the opera- 
tions of the American & Foreign Power Company Inc. and its subsidiary companies. Electrie Bond and Share Company also owns a substantial 
majority of the aggregate of the junior securities of American & Foreign Power Company Ine, 





Interest payable March 1 and September 1. Principai and interest payable i: 2 Age States “es coin at the office or agency of the company, New York City. The company 
expects to make arrangements with respect to coupon and interest thereon in London in pounds sterling; in Amster- 
dam in guilders; and in Basle and Zurich in Swiss francs: in each case at the Rac. rate for sieht exchange on New York. copa debentures in denominations of $1,000 and $500, 
registerable as to ‘Principal only, and interch Fully d debentures of $1,000 and $5, 000. Coupon the d ination of $1,000 and fully registered 

interc ble as a whole, or in Pot by lot, at any time on 30 days’ notice, at 10714% to and including the last day of February, 2010, with succes- 
sive reductions in the redemption price of 44 of 1 % during each twelve months’ period thereafter to and including the last day of February, 2024, and thereafter prior to 
maturity at 100%, plus accrued interest in each case. City Bank Farmers Trust Company, Trustee. 

















The company has agreed to make application in due course to list these debentures on the New York Stock Exchange. 





Aportion of this issue has been withdrawn for offering in Holland by Mendelssohn & Co. A 4, 
Nederlandsche Handel-Maatschappij and Pierson & Co. and associates. 
We offer these debentures for delivery tf, when and as issued and accepted by us, graye lo 


approval of legal praceedings by counsel. It is expected that delivery will be made on or about 
March 18, 1950, in the Jorm of temporary debentures, or interim receipts of Dillon, Read & Co. 


Price 90 and interest. Yield over 5.55% 





Dillon, Read & Co. | Bonbright & Company 


eae 


The National City Company 
Guaranty Company of New York Lee, Higginson & Co. 
Harris, Forbes & Company Chase Securities Corporation 
Bankers Company of New York 
First National Old Colony Corp. White, Weld & Co. 
Halsey, Stuart & Co. W. C. Langley & Co. 
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Over 350,000 investors 


share in the earnings of this 


Billion Dollar Organization 








A Cities Service Subsidiary — 
Public Service Company 
of Colorado 














The Valmont electric generating plant 
of Public Service Company of Colorado. 


eee 


UBLIC SERVICE COMPANY of 

Colorado is the largest gas and electric 
company in the state. It operates modern 
steam and hydro-electric generating sta- 
tions with installed capacity of 124,000 
kilowatts; also numerous sub-stations, and 
2,200 miles of transmission and distribu- 
tion lines. Gas is distributed through 680 
miles of mains. 


The Company serves electricity, natural 
gas and steam heat to Denver; and supplies 
either directly or through subsidiaries, 
electric light and power to Boulder, Grand 
Junction, Leadville, Cheyenne and other 
communities in Colorado, Wyoming and 
Nebraska. In addition, gas service is fur- 
nished in Cheyenne, Grand Junction and 
Boulder. 








IL, gas, electric and other properties 

combined in the CITIES SERVICE or- 

ganization now represent more than a 
thousand million dollars of assets. 


Earnings of these properties ‘are shared 
by more than 350,000 holders of the Com- 
mon stock of CITIES SERVICE COMPANY, 
which controls, through stock ownership, 
this great group of more than 100 subsidi- 
ary corporations. 


Engaged in the production and sale of 
necessities of modern life, CITIES SERVICE 
subsidiaries enjoy constantly growing mar- 
kets for their products and services. In 
the past twelve months, CITIES SERVICE 
COMPANY made a new high recoid of net 
earnings—over $43,000,000. 


CITIES SERVICE Common stock, at the 
current market ‘price, yields over 6% % 
annually in stock and cash. 


When you invest in CITIES SERVICE 
Common stock you become a partner in 
one of the largest industrial organizations 
in the country with a record of nineteen 
years of growth—and an assured future of 
still greater growth. 


Mail the coupon below and we will send 
you, without obligation on your part, 
an interesting booklet describing CITIES 
SERVICE and its investment securities. 


HENRY L. DOHERTY & COMPANY 
60 Wall Street (A) New York City 


Branches in principal cities 














HENRY L. DOHERTY & COMPANY, 
60 Wall Street, New York City 


Cities Service Radio Program—every 
Friday, 8 P. M. Eastern Standard Time — 
N. B. C.—Coast to Coast and Canadian 

Network—33 Stations — 


Send copy of booklet describing the Cities Service organ- 
ization and the investment possibilities of its securities. 








Address 
Ciry. 
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THEIR SHADOWS BEFORE” 
{ Thomas Campbell 1777-1844) 


_ by refraining from over- 
indulgence, if you would © 
~ maintain the modern: 
_ ure of fashion 


cause excess w 
avoiding over- ndu 
‘tain a modern, 
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